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--e-A public hearing of the Assembly Interim Committee on 
Judiciary, Subcommittee on Escheat, was convened at 10:10 a.m. on 
Thursday, February 20, 1958, in Room 115, State Building, Los Angeles, 
California, Assemblyman Allen Miller, Chairman, presiding ... 


CHAIRMAN ALLEN MILLER: This is a Subcommittee on the subject 
of Escheat, Subcommittee of the Assembly Interim Committee on 
Judiciary. The members of the Committee present are Mr. Howard 
Thelin of Glendale on my immediate left; on my immediate right, Mr. 
Clark Bradley of San Jose; on his right Mr. Louis Francis, Assembly- 
man from San Mateo County. There are other members of this committee. 
We chose the committee in a rather unusual way by indicating the 
meeting date and asking members of the Judiciary Committee who were 
interested in this subject matter if they cared to become a member. 
We had five or six who were interested in it. Mr, Geek,-de you have 
a list of the members who indicated their interest so tndt we can 
announce it here? 


For those who might be interested, the other members of the 
Committee are William Biddick, Assemblyman from San Joaquin; Ralph 
Brown of Stanislaus County; Phillip Burton, John O'Connell and John 
Busterud of San Francisco; George Crawford of San Diego; Robert Crown 
of Alameda, and Richard Hanna of Orange County. 


All of them indicated considerable interest in the subject 
matter and hence, by expression of that interest, they are members 
of this committee. 


Before we listen to our witnesses, I would like to make a 
statement in respect to the background of this subject matter. I 
understand that there has been introduced in the Legislature for the 
past several general sessions a bill on this subject matter of 
Escheat or as some of us prefer to identify it more in a laymans 
term - the acquisition by the state of abandoned property. Those 
bills, because of the complicated nature of the subject matter, have 
not been passed or given favorable consideration by the Legislature. 
This hearing is the starting point for our investigation and we do 
not feel that the evidence presented at this time will give us the 
final answer to the problem. Messrs. Munnell and Hanna introduced 
Assembly Bill No. 3087 at the last session of the Legislature which 
pertains to the subject before us today. 


The whole subject matter seems to fall into two separate 
patterns of investigation. One of them is cooperating at the state 
level by an appropriate statute. There is some legislation that is 
being introduced, or has already been introduced, in Congress rela- 
tive to the problem, and the legislation in Congress is aimed princi- 
pally at a bill that will require the Comptroller General and other 
agencies of the federal government to prepare and disclose, to 
interested states, assets or credits of which the federal government 
has in its possession so that the state, having had this information, 
can take steps to recover it on behalf of the citizens of its 
state. In other woras, under the present law, as I understand it 
and this will be outlined further by our witnesses, the property of 
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credit to the United States of abandoned property properly belong 
to the citizens of the state of the claimant and if that citizen 
cannot: be ascertained or the claim gotten to him, then the state. 
itself, through its power of escheat, could well stand in his place 
in respect to any claims against the federal government as such. Now 
that's one phase of recovering federal property of the citizens of 
this state and will be as I say be described more fully by our 
witnesses in what's being done in Congress and the object of the 
report of this Committee would be - How we could cooperate in the 
federal legislation so that this state can benefit as a result of 
the information that it receive this federal statute? 


The other phase of it and one in which probably most of you 
are interested would be the phase of a statute, State of California, 
that will set up in detail the requirements for escheating abandoned 
property to the State of California by proper due process and legal 
notice and by methods of ascertaining where this: property is. Our 
preliminary investigation of this has indicated there are probably, 
actually millions of dollars of abandoned property to which nobody 
is making any claim whatsoever; the real individual claimants long 
Since dead, no estates probated, and in which after a reasonable 
period of statute of limitations certainly should go somewhere and 
be resolved as to who is the rightful owner of it. 


That's the object of this committee, and any proposed legislation 
that will come of its findings, we hope will solve this problem, 
This may be considered in the nature a treasure hunt of property 
that nobody else particularly claims but it should rest somewhere, 


So we're embarking upon a treasure hunt in respect to this matter and 
I rather think that in the times when states are looking for in- 
creased revenue, here is a source of revenue that I think should 
materially contribute to our trying to find ways and means to balance 
our budget and to operate the state on a balanced budget process, 


I might say, this hearing today will be limited, I think, 
primarily to sketching out the whole problem, We intend to have 
future hearings and those will be called primarily on the basis of 
how any proposal of escheat proposed here might affect any indi- 
vidual industry. We hope to set it up on an industry basis as a 
separate hearing in which any particular industry or group who may 
be materially affected by it will have an opportunity to present 
their viewpoint and how it specifically affects them. We anticipate 
four or five hearings before the 1959 session of the Legislature 
where everyone interested or affected by this legislation will have 
an opportunity to present their Veneer ee and how it specifically 


affects them. 


Now with the preliminary statement we will proceed with this 
hearing and Mr, Hassler of the Attorney General's Office who has 
worked on this problem for several years, I think is as familiar with 
it as anybody else. I have been looking to him a great deal for both 
background material and for help in sketching out the problem, 

Mr. Hassler, I think you and Attorney General Brown are the first 
witnesses scheduled. Mr. Brown, will you take the stand and if you 
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want to have Mr. Hassler by your side to explain any of the details 
that you desire, feel free to do so, 


EDMUND G. BROWN 
. Attorney General 
State of California 


ATTORNEY GENERAL BROWN: Well, I think I better have a good 
crutch on my right here. The Attorney General has so many things 
to do in his office.....you have to depend upon these very able 
assistants that we have. 


Let me say at the onset that this entire study that you are 
embarking upon in the Legislature is in my opinion a very, very 
important one and I want to say that it was initiated in our office 
by Mr. Hassler who sits at my right. It is his industry and imagi- 
nation and initiative that has caused me to take an interest in it 
nationally and here in the state and I am sure as you have already 
stated, to stimulate the interest of the legislature in it and the 
full credit.....ne's entitled to it.....hne didn't want me to say it 
but that is a fact. 


I am addressing the Committee today, not only as the Attorney 
General of the state, but I am also the chairman on the Committee of 
Escheats of the National Association of Attorneys General. And at 
the last two sessions of the.....the last two conventions of the 
National Association of Attorneys General we've been working on this 


problem nationally. We initiated it two years ago, This year we had 
another meeting where werendéred a preliminary report and in December 
of this year I went back to Washington at a meeting of the committee 
and then Mr. Hassler went back in January again to have some legis- 
lation introduced, But I think it would be better if I moved on my 
prepared statement and then if you have any questions we can proceed 
in that way. 


Our problem with respect to state recovery of escheatable 
property is twofold, at the national as well as the state level. I 
will confine my remarks to the national aspects of it and I'll ask 
Mr, Hassler to take over the need for state legislation which will 
facilitate state recovery of escheatable property held within the 


state, 


I would like to commence the discussion with a definition, 
Escheatable property is that property to which title has failed 
by reason of: a. an owner's disappearance, the intestate death with- 
out known surviving heirs, or wilful abandonment, Public policy 
requires all property to have an owner, Accordingly, our law has 
long provided that the people of the state are the owners of all 
property which has no other owner, That general expression of our 
legislature is not self-executing, however. We have specific laws 
affecting certain types of escheatable property, and we have a com- 
plete absence of laws with respect to other types of property. 
The California Constitution of 1849 declared that all estates of 





deceased persons who may die without leaving a will or heir shall be 
and remain a perpetual fund, the interest of which shall be inviolably 
appropriated to the support of the common schools, That's the pro- 
vision of the California Constitution of 1849, The same provision 

was included in the constitution of \1879 and that is, of course, our 
fundamental law at this time, 


An early act of the legislature created a perpetual trust fund 
known as the School Land Fund, The first deposit was received in 
the year of 1852. Throughout the years the principle has been invest- 
ed in securities. The interest from investments is used to support 
the public schools, Today more than a century after the first a 
the principle attributable to the fund exceeds 12 million dollars. 
There is 12 million dollars in this fund at the present time and 
they use only the interest for the public schools, When the Legis- 
lature enacts a comprehensive law, I believe that the principle in 
the State School Fund will quickly double from sources within this 
state alone, In other words, 12 million dollars more will go into 
this fund. I do not doubt such a law will be enacted. But the 
thing that I'm principally concerned about is that we do it at the 
next session of the Legislature. We must recognize the obvicus, 
Funds in private hands can be dissipated. Moreover some of our 
sister states have already escheated funds to which this state is 
better entitled. And those are people dying outside the state or 
where the personal property is without the State of California and 
the person dies in California and they have a law and we haven't, 


California has been a great commercial state for many decades, 
but it has really been asleep in this rich field of unclaimed property. 
A few states have recently awakened and they are now really going 
after it and they already have some substantial acquisitions to their 
general fund. They have effective laws which produce impressive 
financial benefits to their citizens and those states are New Jersey, 
New York, Michigan, and Pennsylvania. 


I mentioned the condition of our present law. Only certain 
types of escheatable property are affected. Where the statutes operate, 
the California laws are good and effective, but our statutory law 
presents an anomaly. It declares that property in custody of federal 
officers is escheatable to the state and purports to provide the means 
for recovery. But, there is no effective procedure whereby any state 
officer can obtain necessary factual information concerning such 
federal property. On the other hand, our law directs the Attorney 
General to institute investigations for the discovery of real and 
personal property to which the state may be entitled by escheat. To 
that end the Attorney General is given broad power to cite any person 
before any superior court to answer investigations and produce records, 
The investigative power cannot be used against federal officers but 
it is effective against private windfall holders. Possessed of 
sufficient information the Attorney General is prevented from claiming 
many types of escheatable property in private hands. In other words, 
California declares certain property escheatable but does not afford 
&@ discovery procedure. California law affords a discovery procedure 
for other types of escheatable property but provides no mechanism 
to recover this escheatable property. Now from that, two things are 
Obvious = Congress must establish a procedure for discovery of pro- 
perty held by the government, and 2, our own legislature must enact 
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laws providing for the recovery: of many types of privately held 
property. In that circumstance, I studied both phases of the problem 
and I would like to acquaint your Committee with the summary of my 


findings and actions, 


I might say in that connection, that Jack Hassler and Herb 
Wenig in our office, and others, but Jack particularly, have been 
working on this thing in addition to the other work they are doing 
in the Attorney General's Office, 


My inquiry embraced two major subjects, One, property in the 
custody of federal officers, departments, and agencies. Two, pro- 
perty in the possession of private windfall holders, I concluded 
that the federal problem should be submitted to the National Associa- 
tion of Attorneys General, and we sought the aid of that Association, 
I concluded that the attention of the legislature should be directed 
to the inadequacies of law with respect to local sources of property. 
Now concerning the federal problem, I examined applicable law and 
found it to be clear and decisive. The United States Supreme Court 
has held that one of the incidents of states' rights is the exclusive 
power of the state to receive all unclaimed property held by the 
United States for the accounts of missing owners whose last known 
addresses were within that state. It is no obstacle to a recovery 
that the property of the funds may be in the Treasury in Washington, 
In other words, there is no such thing as a federal escheat statute. 


My statement must be qualified in this, Recipients of federal 
bonuses or gratuities possess no vested rights and the government 


rather than tne state may recover the unexpected portion, A legal 
consequence, however, is reversion and not escheat, When I Say 
that we have made a study.....that I have made a study of it.....I 
mean by that that Jack Hassler has gone back to Washington and he 
sat with the Comptroller of Currency and other people who have this 
in his custody and he's tried to find out what property there is. 


In view of the clear legal entitlements of the states as 
against the United States, and the policy of this state as expressed 
by the Legislature, it was proper and necessary to determine the 
sources and where possible the extent of escheatable funds in federal 
custody. The combined statements of receipts, expenditures, and 
balances issued annually and other available documents were studied. 
Government records in Washington were examined. Interviews were 
had with officials responsible for the administration of applicable 
federal laws and when I say that, I am referring again to Mr, Hassler, 
I prepared a formal document discussing both fact and law and furn- 
ished copies to the Attorneys General of all states and territories. 
Copies of the document have been furnished to each member of your 
committee. In 1956 I addressed the annual conference of the National 
Association and requested the appointment of a committee on escheats,. 
A committee was established and staffed by the Attorneys General of 
nine states. It was and is my pleasure to serve as Chairman. And 
those states that are on this committee are California, Connecticut, 
Michigan, Minnesota, New Jersey, New York, Virginia, West Virginia, 


and Wyoming. 





If the state is the substitute for the United States as cus- 
todian, it will be necessary to obtain a court order declaring the 
right to possession or escheat. Due process requires the state to 
give reasonable notice and an opportunity to be heard in any pro- 
ceeding which might affect the vested rights of unknown or missing 
owners. And the United States Supreme Court in that connection has 
said: "It would not seem too much to ask for the federal officer 
possessed of property claimed by the state to be subject to fts 
escheat power, make reasonable disclosures thereof to such authority 
as the state designates," I can affirm to you that the federal 
officers think it 18 *oo much to ask and you will appreciate that 
the Court's remark is not a mandate to any particular federal officer, 
Now the successor to the federal officer there concerned in that 
Supreme Court case, Comptroller of Currency, advised Mr. Hassler that 
the Court's observation is not considered to be a mandate, And 
frankly, when we do not possess even basic facts, it appears to me 
unreasonable to ask the federal officers to engage in a fishing 
expedition, 


Now we've drafted a proposed federal bill which will, if enacted, 
facilitate the states in the recovery of property in federal custody. 
The proposed legislation is now in final form, and copies have been 
delivered to your committee, Not later than next week we hope to 
obtain the approval of the Associations! Committee on Escheats, This 
bill will be sponsored by the National Association and by the Council 
of State Governments. Now this proposed bill directs the Comptroller 
General to search federal records and determine facts relative to 
escheat. It further directs that officers deliver such information 
to the states when the governor certifies and the Comptroller General 
is satisfied local law requires estate to, one: compensate the govern- 
ment for the fair share of the search record and, two: hold the 
government harmless in the event of claims by owners after delivery 
of the property to the state. And both of those, of course, are very 
fair provisions, It will be necessary for California to enact legis- 
lation containing those assurances before this state will be entitled 
to receive information under the federal bill, if enacted. No. 1, if 
they have to make a search that they compensate the government for 
the fair share, and No, 2, to hold the government harmless in the 
event they pay it over to the state for escheat purposes, 


The Attorneys General very frankly are enthusiastic about our 
proposed bill and we believe the states will recover huge sums of 
money if the relevant facts are furnished to them, And Mr, Hassler 
will give you some of the items from which these federal funds will 
come = postal savings, salary checks, and things such as that. We 
will get a great deal of support from the several states and I am 
sure that our cause will be advanced considerably, if the Legislature 
will memorialize Congress on the subject of the bill. Now I'm going 
to ask Mr, Hassler to comment on the state problem, but I want to 
make just a few remarks on that, 


I believe that there are many millions of dollars in the hands 
of private holders which really and under the law belong to the 
people of this state, I don't mean by that that this escheatable 
property is unlawfully possessed by any private holder, I don't mean 
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that they are illegally withholding it from the people of the state, 
The possession is lawful. Simply because no law compels delivery 

to the state, In the majority of cases, there are no equities at 
all in favor of the holders, Say that they should not be put to 
great expense or inconvenience in accounting because they hold the 
property through no fault of their own, And Mr. Hassler will again 
give you the items, some of the specifications of where we can get 


this money. 


There are two basic approaches to the recovery of unclaimed 
property. The state may act as a perpetual custodian, using the 
property, of course, and in the event a claim is made by having 
provisions for payment by the Board of Control or such thing as that, 
or the state may act as an interim custodian and may ultimately bee 
come the owner, The present laws of this state work in ultimate 
escheat. Owners are permitted to claim within a prescribed period, 
Several states have custodial type statutes and that is the approach 
taken by the commission on uniform laws. Under the Uniform Act, a 
state uses the proceeds but the owner may recover at any time, 


I hope that your committee will study the Uniform Act formerly 
known as the Uniform Disposition of Unclaimed Property Act. It was 
introduced as AB 1381 at the 1955 session. Professor Pierce of the 
University of Michigan, is an expert on that subject and I understand 
that Professor Pierce is here in the audience and will testify after 
Mr. Hassler testifies. I want to tell you this, that our office has 
complete confidence in his knowledge and his judgment, I think he 
can give you some specifications as to what's happened in Michigan 


where they have really gone after some cf this property. I can tell 
you in one case they received a very substantial sum. The Attorney 
General of Michigan told me about it, I can't remember what it was, 
but I think......esum in excess of a million or a millicn and a half 
dollars. That was on a public utility refund.....telephone refund or 


something. 


I also hope that you will study AB 3087 which was prepared by 
our office and introduced at the 1957 session, The content of that 
bill may suggest solutions to problems which will become apparent at 
your future hearings. When your study is concluded, it is my further 
hope that this committee will recommend legislation enabling the 
state to recover all types of unclaimed property. Now I want to make 
it clear that at this state of the proceedings, we are not prepared 
to make any recommendations as to any particular statute, What we 
want to do is to quicken your interest in the problem and then to 
work with you and your lawyer and your legislative counsel, Mr, 
Hassler, and our staff, coming up with a very fair law. Now that's my 
prepared statement and I would like to remain here but I would like 
to have you so you get the whole picture to hear Mr, Hassler out 
and then I'11 answer any questions, If there is anything you would 
like to know now that might be immediately.....well I'd be very 
happy to try to answer it. 


CHAIRMAN MILLER: It's your preference that Mr, Hassler make 
his statement next and then the questions come after that. 





ATTORNEY GENERAL BROWN: Yes. I would like to give a rather a 
eoee current situation which demands immediate legislative attention, 
The telephone company has been granted in this area of Las Angeles an 
interim rate increase, where it will amount to tromendous surt of morc: 
Now the Attorney General's Office ordinarily does nov appear in tnese 
cases because the Public Utilities Commission represents them and 
very frankly we've never had the funds granted us by the Legislature, 
or by the Governor, to set up a consumers! staff in the Attorney 
General's Office, The Public Utilities Commission has a consumers! 
staff of their own, and I'm not criticizing, I'm just saying that 
they felt that it would be a duplication of effort. But we believe 
in this interim increase that's been granted and we're joined by 
the City Attorney, Roger Arnebergh, here in Los Angeles that it is 
in violation of the powers, It is a constitutional viclation of the 
powers of the Public Utilities Commission. We have therefore filed 
an AC Brief in the Supreme Court of the State of California in that 
case. I don't know what they are going to do with this interim 
increase, but in the meantime, the telephone company is collecting 
MONCYeecoeeNOw to the consumer, to the person that is using the money, 
he will, of course, get his money back.....if you happen to live in 
the same place, If you move or you go east, it's questionable 
whether you will be able to ever recover it. But all of the money 
goes into the coin boxes and in hotels and things such as that where 
you make a telephone call in a hotel and then you move on, You will 
notice on the telephone booth out at the airport out here that if 
you want to demand your refund in this, make a note of the time, the 
place and everything else, you'll get a nickel back maybe after the 
Public Utilities Commission has acted upon it. 


Now under the law as it stands today, it is highly questionable 
whether anyone other than the individual person can get that money 
back, And certainly the law is not clear, That's the best that we 
can say about it. I don't want to make any prognostications as 
what the Supreme Court of the State of California might do either in 
the interim rate increase or in any refunds, but I can ¢all your 
attention to one case in San Francisco, The Market Street Railway, 
when it was owned privately, raised their fare to 7 cents pending a 
hearing before the Public Utilities Commission of the State of 
California, The Public Utilities Commission later reduced it from 
seven to six cents. In a period of -ne year, there was approximately 
$700,000 recovered, Now the state fought with the city over that 
and with the telephone company in that particular case. In that case 
the Supreme Court gave it to the city, holding that they have the 
greater equity in this money, But there was a dissent. It was a 
five to two opinion of the Supreme Court and two of them felt that 
this windfall should have gone to the Market Street Railway in that 
case, and they fought very hard for it. Now we can't tell whether 
the minority might prevail in another case so I do believe the Legis- 
lature should anticipate, make possible the return of this money 
because it might amount to a million or two million, or even five 
million, I'm unable to give you any figure and it might be well, 
and this is something that Mr, Hassler and I have not thought out, 
but I want you to think it out, it might be well to even ask the 
Governor for a special session in connection with a particular thing 
like this, merely to act upon it, but I don't want to get that involved, 
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in our broad general program of recovering escheat property. And 
for that reason I don't want to be diverted, but I want to show you 
where such a law will have a very beneficial effect because the 
companies very frankly make no claim to this. If they can get it, 
they are very happy to do it, but they recognize that it is a wind- 
fall. Now I don't want to get into Mr, Hassler's side of the story, 


however, 


CHAIRMAN MILLER: Before Mr, Hassler testifies I'd like to 
acknowledge the presence since we commenced to Mr, Phil Burton, 
Assemblyman from San Francisco on my extreme left and Mr, O'Connell 
next to the right of Assemblyman from San Francisco, toOOcececeece 
evidently your plane was late, And Mr, Crown from Alameda County. 


All right Mr, Hassler then we were going to reserve questions 
of Mr, Brown until Mr, Hassler finishes his testimony. Mr. Hassler, 


JOHN HASSLER 
Deputy Attorney General 
State of California 


MR. HASSLER: Thank you Mr, Miller. I would like to comment on 
some of the sources of funds held by the government, but first I 
think we should understand that funds in custody of federal officers 
are not represented by money which has been designated and segregated, 
The funds are credits. The Constitution provides that money can only 
be expended on appropriation, When recorded on the books of the 
Treasury an appropriation does not mean that a specific sum of money 
‘has been set aside for a specified purpose, The transaction merely 
records the limits to which administrative officers can obligate 
government funds during a fiscal year, Excessively large balances 
in the surplus fund are in the nomenclature of the accounting of- 
ficers, "carried to the surplus fund and covered into the Treasury", 
That expression indicates the act of writing off the books,.....any 
unexpended balances not necessary to settle accounts, Cash in the 
Treasury is not affected. In that sense, when used in connection 
with unclaimed money, the term “surplus” is not to be confused with 
the word "surplus" when used in connection with receipts and expendi- 
tures. In the latter sense, surplus does not accumulate from year 
to year in the Treasury. It is used to pay the public debt as 
conditions permit, 


Our presentation to the Attorney General covered several sources 
of escheatable funds, some of which I will now discuss with you, 


First are Bonds, In value and quantity obligations under the 
public debt are the greatest potential source, Such transactions 
also cover the greatest period of vears, The government, as you 
know, raises funds in two principal ways, by taxing and by borrowing, 
When expenses do not exceed income, taxation is adequate. In an 
unbalanced budget condition, the government borrows from the people - 
citizens of the several states. The United States still owes the 
heirs of people who in 1790 purchased 6% bonds for $55,000. Today 





that investment would be worth $1,130,000,000 if interest continued 
to accumulate, which it does not, Interest ceases when bonds mature 
or are called for payment. In the 168 years following the issue of 
1790, there have been a great many bond issues and huge sums of 
money remain owing to missing purchasers or their heirs, We all 
know that in the past 18 years the public debt has increased enor- 
mously, It may surprise some of you to learn that in 1958, interest 
on the public debt will greatly exceed the government's total income 
which included funds to pay interest received during the year 1940, 


Prior to the second Liberty Bond, Congress authorized each bond 
issue as the need for funds arose. In 1917 a statutory debt limit 
was established and borrowing was authorized administratively within 
the debt limit. All subsequent issues have been handled in that 
manner, The debt limit is adjusted from time to time by amending the 
1917 statute, All obligations upon which interest had ceased in 1917 
are referred to as the “old matured debt", Included are issues from 
1790 through 1894. There is a standing appropriation to pay the public 
debt and matured bonds are redeemed whenever they are surrendered, 
notwithstanding when they were issued, A couple of years ago bonds 
issued in the 18408 were found by Minnesota heirs and presented for 
payment. That circumstance is very rare, and there has been virtue 
ally no activity in the old matured debt during the past quarter 


century. 


We are satisfied that the escheats by states will cause no 
mischief to the credit or to the borrowing power of the United States. 
Now in that connection I would say that an 1899 decision of the 
United States Supreme Court, Plummer v. Coler, had before it the 
contention that a state may levy an inheritance tax on an heir's 
distributive share of United States Bonds notwithstanding the bonds 
themselves declared that they were exempt from any form of state tax, 
Now the Court said....."the mischief to our national credit...would 
be inappreciable and too remote and uncertain to justify us now in 
condemning the tax system....." 


Another source, gentlemen, is checks, To borrow the nomenclature 
of the accounting officers, uncurrent checks are those which are 
outstanding six months after their issue. Stale checks are those 
which are outstanding a fiscal year after the issue. And those 
Obligations, of course, amount to great sums of money because, among 
other things, the United States is the largest purchaser of goods 
and services. More than 1 # million checks are issued daily and about 
30,000 checks are returned each day from want of delivery. Many 
thousands of others are delivered but not cashed. Hundreds of 
thousands of checks issued as refunds on income tax payments are 
undelivered for want of proper addresses. Because owners do not 
assert their claims, tens of millions of dollars have been and will 
continue to be carried to the surplus fund and covered into the 


Treasury. 


Another source is postal savings and postal money orders. As 
the name suggests, the postal savings system is a savings bank, the 
largest in the nation. It was established in 1912, after many years 
of debate in the Congress. In (‘ieference to privately owned banks, 
the system is not extensively advertised and some funds are placed 
at interest with banks. In 1954 deposits in the system totaled two 
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and one quarter billion dollars, and earned $45,800,000 in interest 

for 3 million depositors. And in that same year the government 

earned $3,600,000 in interest on reinvestment. By regulation, accounts 
are considered dormant when there has been no transaction concerning 
principle or interest for a period of 20 years. Accordingly the 

first year of dormancy was 1932, twenty years after the system was 
established. Today there are more than 2,000 missing California 
depositors who own accounts which have been inactive since 1938 or 


prior years. 


The Postal Money Order system was established during the War 
Between the States, to permit the exchange of currency between 
soldiers and civilians. Money orders issue at the rate of about 
350,000,000 per year in a total sum exceeding six billion dollars. 
The average value of an order is less than $20. The average life 
does not exceed 30 days. In the aggregate very substantial sums 
remain unclaimed after many years. 


Another situation is represented by the assets of liquidated 
national banks. Under the National Banking Laws, the Comptroller 
of the Currency manages and when necessary liquidates distressed 
national banks. In California, the first bank failure occurred 
in 1893. Between that date and 1934 (41 years) 63 other national 
banks in California were liquidated by the Comptroller. The elapsed 
time of liquidation ranged from less than five months to more than 
eleven years. The average time was five and one half years. In the 
course of liquidation many creditors, (former customers of the banks) 
changed their addresses and could not be located. At this time, the 


Comptroller holds cash assets belonging to California creditors of 49 
liquidated national banks. That officer also holds the contents of 
693 safe deposit boxes forced open in 24 California banks. Sealed 
envelopes taken from forced boxes have not been opened. The Comptrol- 
ler has no idea what their contents might be. 


ATTORNEY GENERAL BROWN: May I interrupt just a minute, I might 
forget, but three of the states have retained counsel to find out 
these things that Mr. Hassler has found out and the states have 
entered into contracts for the payment of 10 percent of recoverable 
funds and under the law of the State of California, Mr. Hassler 
could have resigned from the office and probably entered into a 
contract with the state for 10 percent. I just wanted you to know 


that. 


MR. HASSLER: Those states are New Jersey, New York and 
Pennsylvania. There are many other sources. I Suppose it's unneces- 
sary to comment upon them. I would point this out in the mid thirties, 
the State of Pennsylvania prosecuted actions for the recovery of 
funds in the Treasury at Washington. The Supreme Court held the 
state entitled. Michigan also prosecuted actions for the recovery 
of funds held by the Comptroller General and the court held the State 
of Michigan entitled. There have been subsequent amendments to the 
laws of several states declaring that funds in federal custody are 
escheatable. But there have been no subsequent proceedings because 
information is not available to the states. The proposed federal 
bill of the Association of Attorneys General does not relate to bonuses 
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and gratuities. There is no right on the part of any state to go 
after such funds. The bill merely facilitates for the state, it 
doesn't enable them...States don't seek anything to which they are 
not entitled. They don't seek handouts. The state must recover 
through judicial process. Clearly many people will learn of their 
claims to property who would never gain knowledge under the present 
system of law. The rights of such persons would be protected. The 
states would only receive property that is not otherwise claimed, 


Now on the state side, a broadening of the escheat laws to 
cover all business transactions will reach many sources which now 
escape the law. Our law works very effectively where estates of 
deceased persons are concerned. We have statutes which affect assets 
of certain dissolved corporations. And we have a scattering of law 
respecting other types of funds. We do not have a catch-all provision 
that is mandatory. Section 1578, C.C.P. was enacted in 1953. It 
deals with miscellaneous property which is unclaimed for five years. 
The provisions are permissive rather than mandatory and they compel 
consent by the State Controller, impose a clumsy and expensive re- 
quirement for search, and require a proceeding in the Superior Court. 
To my knowledge the provision has never been used. From time to time 
attorneys inquire how accumulated unclaimed dividends can be delivered 
to the State of California. We have tried to interest them in seeking 
an order under Section 1578 but have not been successful. We've 
even volunteered to undertake to do some of the search and we've not 
been successful. I believe that within the past two years about 
$25,000 in funds of that category have been reported to us over the 
telephone. 


Now among the major sources, and Professor Pierce will enum- 
erate a great many more, which are not now affected by our state law 
are some funds and property held by banks and trust companies, divi- 
dends and equitable interest, in stock companies, proceeds from life 
insurance policies, endowment or annuity contracts and customers 
deposits held by public utilities. Our office has examined the 
escheat laws of all the states and have analyzed the reported decisions. 
The major sources which I mentioned are affected more or less ade- 
quately by the laws of some states. All Such sources are covered 
by the Uniform Act which does not, however, relate to funds in 
custody of federal officers. If I may say that if the legislative 
objective is ultimate escheat, the Uniform Act might accommodate 
but would not accomplish that purpose. The Act, as Attorney General 
Brown explained, is custodian in nature. 


Existing California law generally provides for two legal 
situations - escheat and permanent escheat. The largest source of 
escheatable property received by the state derives from the estates 
of deceased persons who have died intestate and no known surviving 
heirs. During the period following "escheat", and until the time 
of "permanent escheat", funds or property in custody of the state 
are subject to claims of the owners. In the period following all 
types of escheat in California, about 16% by value is recovered 
from the state by owners. The time interval is generally five years. 
And in the case, for example, of presumtively abandoned property 
which by statute is a dormant bank account, that property has already 
remained unclaimed for 20 years by the time it "escheats". 


12 





Now if I may turn to more specifically some of the sources 
and banks and trust companies we find that the dormant bank account 
law which is by statute called the Abandoned Property Act applies to 
general deposits. That is to say transactions wherein a debtor-credi- 
tor relationship exists. Special deposits are those wherein a bank 
acts as a bailee, trustee or agent, and those transactions are not 
covered by law. Existing law regulates trust companies as banks and 
that, of course, includes title companies functioning in that capacity. 
And those organizations hold large sums of money for the accounts of 
unknown or missing persons. Now we attempted but failed to persuade 
holders to deliver unclaimed funds to the State Treasury. The Attorney 
General submitted a legal opinion to attorneys for the California 
Bankers Association, expressing the view that existing law concedingly 
vermissive and not mandatory authorizes payment and delivery of un- 
claim2d funds and property to the state. A copy of that opinion has 
yveen submitted to each of you gentlemen, We attempted to find the 
approximate value of unclaimed funds and property in the hands of 
all banks and trust companies doing business in this state. Two such 
companies cooperated. We were advised that they hold respectively 
$4,000 and $28,000. No bank has tabulated or knows the values of 
unclaimed safe deposit box contents. The Attorney General has clear 
legal authority to cite the holders before a Superior Court and 
ascertain facts relating to the property. But that course would serve 
no useful purpose because we cannot compel delivery. 


Banks frequently act as disbursing agents for the purpose of 
paying dividends and royalties. As an example it is customary for 
oil leases to provide that a named bank is designated as agent of the 


lessor and payment to the bank constitutes payment to the lessor, 
Since the 1920's the trust department of one bank in Los Angeles has 
attempted to distribute unclaimed dividends to 1,052 owners of 
royalties in producing oil wells. The owners had negotiated with a 
notorious promotor, who was later indicted and fled the country, and 
the owners undoubtedly concluded that--their interests were worthless. 


Now in addition to special deposits, banks hold vast numbers 
of envelopes packaging the contents of safe deposit boxes which were 
forcibly opened for nonpayment of rent. There are other boxes which 
have not been forced although the whereabouts of the owner is no 
longer known. Banks also hold personal property obtained in con- 
nection with the business of storage and safekeeping. When boxes 
are forced the contents are enveloped and stored in the general vault. 
It is impossible to estimate the value. We know of items that have 
been in storage for more than half a century. California law was 
Silent on the subject until 1943, the war years and need for more 
boxes, and at that time legislation was enacted consistent with the 
practice always obtaining by virtue of contracts between the banks 
and the box renters. Since 1943 the law has required banks and safe 
deposit box companies to inventory the contents and deliver a copy of 
document to the county treasurer. In one large county the documents 
are not considered public record and rapidiy find their way to dead 
storage in the basement. From the inventories filed in Los Angeles 
County we estimate the number of forcings in that county to be about 
1500 per year. Obviously many of the boxes are empty or contain items 
of little value but many appear to have had valuable contents. 





It is our thought that it is necessary to establish a procedure 
whereby the state 18S not compeitilea to receive a quantity of worthless 
personal property. At the same time it appears necessary to hold 
depositories such as banks in relation to safe deposit box contents 
liable to the extent of their immediately preceding liability, and 
to make the state accountable only for what is actually received. 
Forced safe deposit box contents are not subject to audit by any 
state agency and may or may not be subject to individual audit by 
banks and safe deposit box companies. 


Although lawful, we submit that the long endured present 
practice of banks is insidious and dangerous. “ontinued custody of 
unclaimed contents endangers the states of deceased persons and 
renders the right of the living insecure and uncertain. we estimate 
that there are many thousands of envelopes now stored in vaults. A 
random selection of inventories confirms our belief that many wills, 
bonds, and large amounts of cash are included among the stored 
envelopes. We came upon this transaction gentlemen... 


ATTORNEY GENERAL BROWN: We thought it might be helpful if he 
gave you a specific case that we ran against here. 


MR. HASSLER: I don't want to identify the bank but we found 
a situation where a bank was appointed by the Superior Court to be 
the guardian of an incompetent person during her lifetime. The date 
of appointment as I recall was 1938. The bank marshaled the known 
assets of the incompetent person and I think for a period of several 
years reported to the court through its fees. About a year after 


appointment, the bank, same bank, same branch, forced the safe 
deposit box for nonpayment of rent and threw the contents in an 
envelope into the vault. The lady died, I think about 1953, and the 
guardian was discharged and the public administrator then sought and 
obtained letters, administered the estate and it was distributed as 
an intestate estate. Distribution went to the surviving husband who 
was an incompetent person in the state hospital. We came across the 
inventory and we got a subpoena and went down and looked at the 
envelope, in the bank, to confirm that the inventory was factual and 
what was in the envelope was still there. And we also got a report 
of what was in the envelope and found a newspaper clipping, which 
from its contents very obviously was 1938. And it showed a picture 
of a man named Dave Four and his eight surviving sons. The occasion 
was the fiftieth wedding anniversary. It identified the place where 
each of these persons lived. Now in that box were 17 series E bonds 
payable on death to Dave Four, a will leaving a farm in Missouri to 
my cousin Dave Four, five hundred dollars in cash, some other items, 
jewelry and things of that sort. In April of this year, I telephoned 
Dave Four. I simply got on the phone, asked information for Dave 
Four, I believe Dave Four died. I asked for Shannon Four, one of the 
sons. Information called the little town in Missouri, the operator 
knew him and "he's at such and such 361", I asked him whether he 
knew whether Maud Vandermoor had died. No, he knew her very well, it 
was his dad's cousin but he didn't know that she died....."Is there a 
farm in Missouri?" "Yes, there's a farm and it's hers." "Well, what 
is the condition of the title?" "Well, I don't know, we're living 
on it." And I generally told him that he had a claim. Then in June 
of this year we told the bank and I. 
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CHAIRMAN MILLER: Did you recommend a lawyer, do you remember? 


MR. HASSLER: No, we did not. I didn't check into it further 
but I do understand that the man in Missouri had to obtain a lawyer 
and I suppose the probate had to be reopened here. That is, I think 
a striking example of the situation which can occur. I think that 
it is rather fortuitovse that the bank happened to be the guardian 
at the same time, but another aspect is scurrling away the contents 
and people don't know what in the world they are entitled to and 
they have no way of finding out. I don't think even the heir-chasers 
know about the inventories that are filed with the county treasurer. 
If they did know about it I'm sure.....positive they would be over 
there. And I know when checking out a random selection of 20 of 
them, we found, I think, in 17 cases the contents were still there 
years after those inventories were filed. 


So if I may then pass on to dividends and stock interests. 
Many corporations including banks and trust companies hold accumulated 
dividends for the accounts of missing shareholders. Equitable 
interests in corporations represented by stock certificates are also 
unclaimed assets. Casual, accurate inquiry by the Attorney General's 
Office among very few companies indicate that considerably more than 
$100,000 worth of such unclaimed assets can be identified in those 
companies, It is a common practice, as you gentlemen know, for 
corporations to acquire smaller corporations and enhance the value 
of the latter stock by transfer of funds or property to the acquired 
company. Many stocks which had nominal worth five years ago have 
very substantial value today. The market value of stock in one 
such California company, with a great many missing share owners, in 
that case, I think, 2 million shares were issued and 8% of the owners 
are unknown.....missing., The stock of that company by reason of 
acquisition by a large chemical company had increased and presently 
is worth 1,000% more than it was worth just a couple of years ago. 
Because of the great number of missing shareholders, the management 
of many companies cannot effect reorganization plans for the benefit 
of the corporation. Under Michigan law the stock interests are 
escheated to the state and then sold on bid to persons actively 
interested. In that manner reorganizations are accomplished. 


Now with respect to life insurance companies, there are more 
than 160 companies doing a life insurance business in this state. 
California law does not affect benefits from life insurance policies 
or endowment contracts which concern lives of persons whose where-= 
abouts are unknown to the company, and whose ages exceed mortality 
expectancies, Many states, including Connecticut and New York take 
custody of the proceeds. A fund is maintained by the states from 
which payment is made to claimants as they Hb@tome known, 


We inquired of only one local company and were advised that 
it holds $23,000 for the account of persons within that category. 
I've spoken with Bill Pierce, Professor Pierce, I think he can tell 
you of the experience in Michigan with respect. to one company and to 


me anyway it was astounding. 
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An extreme example is disclosed by a list of missing policy 
nolders published by one well known company a few years ago. The 
list sets forth the ages of the insureds if living at that time. 
Some of the persons would have been 125 years old. 


Now on the matter of public utilities, California law does 
not affect the unclaimed customer deposits held by the utilities. 
That is to say the transportation, gas, power, phone, and other 
such companies. The laws of many states escheats such funds. The 
Attorney General made an intensive inquiry among California companies. 
Two things are apparent: the individual sums are small and accumu- 
lative amount is large and it is no longer the general practice of 
companies to collect deposits. The regulations of the Public Utili- 
ties Commission permit companies to hold the funds subject to claims 
of the owners, Some companies have covered the funds into surplus. 
The funds were acquired and are held by the companies as trustees, 
We think the utilities have no legal or equitable claim of ownership. 
Close inquiry and in some cases examination of the books disclosed 
that utilities hold in excess of 1} million dollars in unclaimed 
customer deposits. Those are the $2 fees that you put up for water 
service and things of that sort. One airline company, and we only 
inquired of one, holds more than $30,000 which it collected in excess 
of allowed rates. 


I would say, gentlemen, in conclusion that it should be apparent 
that there is at least on the stateside a need for reciprocal laws. 
Business transactions of life companies or other types of corporations, 
for example, may touch several states. A corporation may be organized 
in one state, have a principal place of business in another state, . 
and have creditors ina third state. Each state has a sufficient 
contact under the law to assert a claim of escheat. California as a 
state of last residence of a decedent sued Michigan in the courts 
of the latter state. We claimed the right to escheat bank deposits 
in that state. Michigan was held entitled. Very recently in an 
action by New Jersey against a local corporation the State of Massa- 
chusetts intervened and claimed the right to escheat. A justice 
of the United States Supreme Court has observed that the rapid 
awakening of states in the absence of reciprocal laws will result in 
a race of the diligent. One of the purposes of the Uniform Law, of 
course, is the enactment of reciprocal provisions whereby one state 
will recognize the greater equity of another state. 


Professor Pierce, who I understand will testify, is most 
qualified to speak to you on that subject. Among other things that 
I would submit for consideration by the committee would be the 
determination of which route to take in legislation, whether it be 
a custodial or whether it be ultimate escheat. Thank you very much. 


CHAIRMAN MILLER: Thank you, Mr. Hassler. I know that many 
Members of the Committee that heard this story will be interested 
I'm sure in trying to develop more and so both Attorney General 
Brown and Mr, Hassler will now be open for questions by the committee. 
Mr. Thelin? 





ASSEMBLYMAN THELIN: Mr. Hassler, this is rather new to me and 
I hope you don't mind if I review the present state of the law be- 
cause I find myself confused to say the least. 


At the present time, as I understand the situation, we have 
statutes that specifically deal with some of these funds, such as 
the bank accounts are not special in nature. Now the other funds 
that are not covered by specific statutes which I guess would be 
these special bank accounts, trust funds, and things of that nature. 
If I understood the Attorney General's testimony, his beginning 
statement - the policy of the law is that all property must be 
owned by someone. And then, further, if property is abandoned or 
unclaimed, does the state automatically have title to that property? 


MR. HASSLER: No, sir. The expression, I suppose, is a common 
law expression, it's in the Government Code, it's 180 - 182 and I 
think 670 of the Civil Code contains a similar expression.....the 
state is the owner of all property which has no other owner. I 
assume that to be an expression of public policy. Certainly there's 
nothing self-executing about it. In the Market Street Railway case, 
one of the justices alluded to the common law, the doctrine of bona 
vacantia, which says that in the absence of express legislation, 
working an escheat, the first finder who asserts title becomes the 
owner. Two justices dissenting in that case put their dissent on 
that ground, held that because nobody came for them, here's a com- 
pany that claims them, that company is the owner, 


ASSEMBLYMAN THELIN: There actually is no automatic escheat 
process? 


MR. HASSLER: No, sir. There is not. The only automatic es- 
cheat in the State of California is that which concerns nonresi- 
dents, heirs, ineligibles let me back up.....concerns the Alien 
Property Law.....aliens ineligible for citizenship. That is an 
automatic escheat. When you went to court under that type of pro- 
ceeding all the court did was declare the fact that escheat occurred 
at the time the ineligible alien attempted to take title. That law 
as you know is no longer with us. 


ASSEMBLYMAN THELIN: That is why you might cite a company into 


court to find out if they have funds that had been abandoned but it 
would do no good because you couldn't file an action to recover the 


funds ? 
MR. HASSLER: Yes, sir. 
ASSEMBLYMAN THELIN: Thank you very much. 
CHAIRMAN MILLER: Any other questions? Mr. O'Connell. 
ASSEMBLYMAN “'CONNELL: This Market Street Railway case...was a 


utility case, wasu't ity The Public Utilities Commission didn't 
have any jurisdiction over the Market street Railway though, did it? 
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MR. HASSLER: Yes. It did at that time. 


ASSEMBLYMAN O'CONNELL: Did the Public Utilities Commiss‘on... 
counsel for the Public Utilities Commission defend or bring that 
action? 


MR. HASSLER: Well, that action..... 
ASSEMBLYMAN O'CONNELL; Or was that the Attorney General? 


MR. HASSLER; The Attorney General was in that action, There 
was.....ethat case was in 26 Cal 2d but there's a case in 24 Cal 2d 
which the Public Utilities Commission..... 


ASSEMBLYMAN O'CONNELL: Was that brought under 12540 and fol- 
lowing of the Government Code, the attorney general's powers in 
relation to escheat? 


MR. HASSLER: No. It was.....you're speaking of the Market 
Street? No. It was brought on this theory, sir. When the then 
Railroad Commission entered its conditional order permitting the 
collection the excess rate, the utility went to the Supreme Court 
and obtained a Stay Order and the Stay Order recited that unclaimed 
funds shall become the property of the State of California. We 
went in on the basis of the expression in the Stay Order, that is, 
the Attorney General; we went in and said, "Well now they are un- 
claimed and the order provides and we are here to collect." But at 
the time we went in the City of San Francisco also went in ona 
motion to modify the Stay Order on the ground that in the interim 
the City had bought the streetcar company. We contended that the 
effect of the order was res judicata. Nobody could take any steps 
with respect to binding everybody. But the Court pointed out that 
it had reserved jurisdiction to amend and modify the order. It 
pointed out that now that the facts and circumstances are changed, 
by reason of the purchase by the city, it is no longer necessary to 
carry that provision forward, and then went on to Say that because 
California in 1933 had repealed this law relating to escheat of 
excess or unearned, you might say, rates. And in 1939 enacted a 
law that applied only to toll bridge companies, and that's the 
Carquinez Bridge situation, that the effect of that was not to say 
that the State of California is not entitled to recover the funds 
but only to say that the State of California cannot recover the funds 
as a matter of right. And then the Court said that in that state of 
the law it leaves it with the Court to determine where the equities 
are. The Court did say that if we had a law stating where these 
funds would go that would resolve the question of the equities. 
That feeling that because San Francisco had paid 7 million dollars 
for the railroad, or whatever, and because management had not been 
alert and they did hold that the utility was bound by the effect of 
that order, it then gets the City of San Francisco, 


ASSEMBLYMAN O'CONNELL: They did hold, in that case, however, 
that the funds.....the state had had a right which would have re- 
sulted in the state getting the money if the city didn't have a 
better right to it? 


MR. HASSLER: Yes, I don't know whether you would call ita 
right...ee-l guess it would be a right, yes. They said we could not 
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claim as a matter of right. It was left to the court to determine 
the equities and then I suppose if the court determined the equity 
in our favor it would be a right. 


ASSEMBLYMAN O'CONNELL: Well, they did find that the funds 
should escheat. Then the question was whether the funds would 
escheat to the city or to the state? 


MR. HASSLER: No. It wasn't on the grounds of escheat to 
the city. It was on the ground.....they rationalized it in several 
ways. And they pointed out that it was reasonable to assume that 
the purchase price paid by the city also embraced the unclaimed 
funds, The case stands for the proposition that the State of Cali- 
fornia is not, because the law is the same, ertitled as a matter of 
right to claim those funds. But we can go in situations where the 
equities favor us. Then when we get down to, well if I can illustrate, 
there is a utility in Los Angeles which purchased another utility 
back in the very early 30s and with that purchase acquired $500,000 
in unclaimed customer deposits. We may think the equities, the 
Attorney General may think the equities favor us but I'm sure the 
utility would think it favors the utility and I don't know how the 
court would resolve it. Though certainly we can't go in as a matter 
of right in the present state of the law. 


ASSEMBLYMAN O'CONNELL: Does the Public Utilities Commission 
or the Attorney General ever try it again since the Market Street 
Reilway case was decided? 


ATTORNEY GENERAL BROWN: We went into the Western Airlines 
case, didn't we? 


MR. HASSLER: I don't know exactly what we did on that... 


HERBERT WENIG 
Assistant Attorney General 
State of California 


MR. WENIG: 


ATTORNEY GENERAL BROWN: Pardon me, I'm going to have to leave, 
gentlemen. I'm sure that my very able deputies will handle this 
thing far better than I will. So, would you excuse me. Thank you 


very, very much. 


MR. WENIG: The question was asked whether we had had any 
actions following the Market Street Railway case. As far as I know, 
the only one has involved the rates which the Western Airlines, the 
United Airlines and one other airline had charged, before they had 
secured authorization from the Public Utilities Commission; however, 
those rates had been set pursuant to a request from the Civil Aero- 
nautics Board. But when the Public Utilities Commission asked us to 
look into the matter we examined the facts in the light of the Market 
Street Railway case and determined that the state position would 
not be upheld. So we didn't proceed with the matter. 
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ASSEMBLYMAN O'CONNELL: You mean that no action was filed then 
against the airline? 


MR. WENIG: That's right. No you can see as far as the equities 
there is concerned, here the airlines had instituted the rates after 
hearing by the Civil Aeronautics Board on the base of proper showing. 
They had instituted the rates and they had gone ahead before 
getting an order from the Public Utilities Commission and after the 
Public Utilities Commission had had its hearing, they affirmed the 
rates and so it was really a technical position which the Commission 
was taking, namely that rates had been raised before the Commission 
had authorized it, but the findings showed that the rates were 
justified from the time that the airlines instituted them. 


ASSEMBLYMAN O'CONNELL: Well, didn't the Public Utilities 
Commission sue the airlines in that case for penalties? 


MR. WENIG: That's right. 
ASSEMBLYMAN O'CONNELL: Those cases were settled, were they not? 


MR. WENIG: That's right. 


ASSEMBLYMAN O'CONNELL: Reference was made by the Attorney 
General a moment ago to the telephone case that iS current. What 
would you think of the equities in that situation....if the Public 
Utilities Commission later determines that the full increase that 
was authorized on an interim basis is not justified, then the phone 


company would have to refund to the consumers a portion at least of 
the increased tolls that were exacted during the interim period. 
Now, obviously most people aren't going to claim the nickels and 
dimes that are involved and this would seem to me to be a proper 
case for escheat? There you wouldn't have any equities in favor 

of the phone company, I wouldn't think. 


MR. WENIG: Jack, have you looked into this matter? 


MR. HASSLER: I don't know how to answer that.....I suppose if 
the sum is substantial, we will be there and really it comes 
down to try to determine whether the court would agree with us. 

We would contend that the equities are in our favor. We would point 
out that the recited reasons anyway for not finding any equity in 
favor of the Market Street Railway were the deplorable conditions 
under which the line was managed and the fact that the stay order 
was binding on the railway, and the fact that the purchase price 
paid by the city and we would urge that that's the kind of equities 
the court had in mind. We would also urge what appears to me to be 
a rather nonsensical result which would be that the effect of the 
court order is that you can't have it yet you hold it because nobody 
comes and claims it. But I don't know how it would be resolved..... 
and if you're asking how we distinguish the airline case and the 
telephone case I am frank to say, I don't know, and I don't know what 
Our position would be in the phone company case. We would like very 
much to have legislation resolving it for us. If the legislature 
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were to declare the ultimate destiny of those funds, then there would 
be no issue of equity before the court. 


ASSEMBLYMAN O'CONNELL: You have such clear authority now, I 
believe under 12548 section of the Government Code to proceed in 
any case where you think escheat is the problem? 


MR. HASSLER: Well, yes, but I think elsewhere in the law, it 
recites the law covers those properties which are escheatable under 
this title. In other words the sections of the C.C.P., there are 
other provisions of course, relating to escheats which are not in 
the C.C.P. but the general category of escheatab!>* laws is in the 
C.C.P. and it recites the policies to claim all unclaimed property 
as provided in this title. 


ASSEMBLYMAN O'CONNELL: Is there any qui tam procedure in 
escheat? 


MR. HASSLER: Gee, I'm sorry, I don't know what qui tam means. 


ASSEMBLYMAN O'CONNELL: In other words, suppose a taxpayer 
brcught a suit in this telephone case or the airline case and was 
successful in getting some money for the state and then claimed the 
fee 10% or whatever it might be. Is there any statutory authority 


for that today? 


MR. HASSLER: No, but I wouldn't think that any would be 
necessary at least by analogy. You could rationalize it, I 


Suppose, along the lines of representative suits and I think there 

is a lot of authority that even though the public is ultimate bene- 
ficiary of your representative action you may be entitled to a fee. 

I would think that I don't know want to consider that.... 
I don't know whether anybody is in a position to urge escheat other 
than the Attorney General. There may be that point. 


ASSEMBLYMAN O'CONNELL: No statute of limitations would bind 
the state? 


MR. HASSLER: No. The statute of limitations unless a vested 
property right is created by the running of the statute of limi- 
tations, the statute of limitations can be suspended and the laws 
of most states do suspend the statute. But in Oklahoma, for example, 
the constitution provides that it cannot be suspended or shortened, 

I believe, and I think that in those jurisdictions where a property 
right is created by reason of the running, then we might be in trouble. 
But for the most part, what we are talking about are trust funds and 
the statute never begins to run until there is a demand. Ina 

Simple debtor-creditor relationship there may be a problem, even 
though the Legislature were to say that running a statute does not... 
absolve the holder from paying over to the state. I don't know. 


ASSEMBLYMAN O'CONNELL: There is a fee or statute of limi- 
tations in the Public Utilities Code on overcharges. Do you think 
that that might govern in the telephone and the airline case? 


MR. HASSLER: You mean that precludes the owner and the 
Claimant from coming in after that period? 





ASSEMBLYMAN O'CONNELL: That's right. 


MR. HASSLER: Well, I would imagine, I don't know for sure, 
but I would imagine that other regulations of the Utility Commission 
though might recite what happens to those funds. Are they otherwise? 


ASSEMBLYMAN O'CONNELL: No there is a procedure in the 
Public Utilities Code for the recovery of overcharges and for repara- 
tions, and I believe there is a statute of three years from the 
time of cause of action accrues which would be binding on a private 
person my point what I am trying to distinguish is whether the 
state in an escheat proceeding involving a public utility would be 
bound by the same statute? 


MR. HASSLER: Yes. 


ASSEMBLYMAN O'CONNELL: Anytime you are overcharged, you have 
to make your claim within three years. 


MR. HASSLER: Is there a situation where there is a lien on 
any cargo that is forwarded? 


ASSEMBLYMAN O'CONNELL: No, there's nothing to do with lien. 


MR. HASSLER: No other claim that the utility might have? 


ASSEMBLYMAN O'CONNELL: No. 


CHAIRMAN MILLER: It appears to me that that's a different 
Subject. There has been pointed out that claims for overcharges 
where there is a dispute between the utility and the customer 
a little different situations where the nature of the deposits have 
been actually abandoned and you can't locate the customer. Doesn't 
that present different problems? 


ASSEMBLYMAN O'CONNELL: Well, it is a different problem but 
there's an analogy there it seems to me that in all these escheat 
matters that you're going to have to find out first whether you are 
bound by any statute of limitations. 


MR. HASSLER: Well, in Pennsylvania, the problem was litigated 
with respect to utilities. The law, as I recall, suspended the 
Statute of limitations and the utilities claimed a right to the funds. 
It was litigated and the decision went in the favor of the State of 
Pennsylvania. On the other hand a recent case within the past year 
in New Jersey went the other way on the ground that utility deposits 
are debts In other words there's a debtor-creditor relationship 
and the court pointed out that the requirement of the utility com- 
mission that interest be paid on that fund, made it clear that it is 
a debt. I think it was that same reasoning though that made the 
Pennsylvania court go the other way. The New Jersey decision was 
not a unanimous one and Vanderbilt disagreed very forcefully and I 
think wrote the much better opinion. I believe that, personally 
believe, that the funds under the requirements of our own Utility 
Commission are entrusted funds. I'm speaking now mainly of deposits, 
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customer deposits and not of fares. I can see where fares is a debtor- 
creditor relationship sort of thing and where the statute would run 
without any demand. I can see that point but 


ASSEMBLYMAN O'CONNELL: Well, the statute might run against 
the individual consumer? 


MR. HASSLER: Well, yes. 


ASSEMBLYMAN O'CONNELL: The point I was making would it also 
run against the state? 


MR. HASSLER: Oh, I thought you were getting at this. That is 
because it runs against the individual consumer and the state in a 
sense waives it when it takes possession of the property yet holds 
it available for the claim of the owner. In other words....he 
couldn't get it from the utility or other persons. When the state 
gets it, he can go right to the state and get it. And that is the 
effect of the laws that, for example, the Uniform Law. I wonder if 
I could do this though I'm sure able to 
answer that question and I'd like to pass it along to him because 
I really am groping on this subject. 


ASSEMBLYMAN O'CONNELL: Thank you. 


CHAIRMAN MILLER: Do the members of the committee have any 
questions of Mr. Hassler? Thank you very much, Jack. 


The next witness that we have here is Professor Pierce from 
the University of Michigan who has a great deal of experience on 
this subject. Now that we won't be able to finish with Mr. Pierce 
before the noon hour but at least we can consume the twenty minutes 
between now and then. Mr. Pierce will you identify yourself please 
and your background in this work and the subject. 


WILLIAM J. PIERCE 
Professor of Law 
University of Michigan 


PROFESSOR PIERCE: My name is William J. Pierce, Professor of 
Law and Director of the Legislative Research Center of the University 
of Michigan Law School, Commissioner on Uniform State Laws for the 
State of Michigan, and a Member of the Special Drafting Committee 
of the National Conference of Commissioners on Uniform State Laws, 
assigned to the Uniform Disposition of Unclaimed Property Act. 
During the last five years, may I state that I have worked witn 
your Deputy Attorney General John Hassler, on several occasions 
regarding both federal and state escheat or unclaimed property 
problems. And I might add that this has been quite an experience 
for everyone concerned with the project, because of the multiple 
facets of the problem. We run across a broad range of debtor-creditor 
relations as well as trustee relationships, and other types of holdings 
both legal and equitable in property. 
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I think it may be helpful to start out with the proposition or 
the question of just why we have this phenomenon of unclaimed property 
in the United States today, as contrasted to the 1°th Century. 

During the 1°th Century, the form of wealth in this country was 
largely real property holdings, coupled with investments in businesses 
in which the average individual guite often and most often parti- 
cipated in the business himself either as entreprenauer or employee. 
Moreover there were seldon investments outside his local jurisdiction 
so that he often invested in the company in the nearest town, if he 
invested anyplace, because he could then keep well informed concern- 
ing that company's operations and quote often in the rural agricultu- 
ral economy when anything happened respecting this man, everybody 

knew him. In the probate courts, in the companys involved had no 
difficulty in resolving in what to do with the property rights of this 
individual. 


Today, of course, we find a much different situation, in which 
the form of wealth in the United States has changed largely to a 
type of intangible personal property. Wealth today is in the form of 


stocks and bonds in which the individual invests in companies not 
located in geographically near his home or residence but even trans- 
cending regional and international boundaries. Moreover, this wealth 
is evidenced by pieces of paper which necessarily are susceptible 

to being destroyed accidently, disposed of indiscriminately, or just 


abandoned. In some cases, forgotten about. 


We have run across a situation many times in Michigan where 


there were investments in corporations in the twenties. And the cor- 
i no 


poration just became somewhat dead. There was no activity, 
stockholders meetings, or anything else and people papered their 
walls in the early 30s with these shares. But the corporation 


existed as legal entity and in some cases found itself to nave assets 
sufficient to engage again in business operations and during the 
war became quite successful. They find themselves today when they 
undertake a merger or consolidation with large numbers of shares of 
stock being held by persons who are unknown to them and they cannot 
discover their whereabouts. In some cases we've run across situations 
where a stockholders' meeting is impossible because a quorum of its 
Shareholders cannot be maintained in some of these corporations 

where the issues were broadly spread and there's never been any 

active market in the shares across the counter and many of these 
corporations haveno listing, of course, on national exchanges. 


Other cases, people run across old certificates of wealth, 
representing wealtn, and they do not know what they mean. The average 
layman may have a tendency to destroy documents because he thinks 
its old paper and not investigate its potential value. Another factor 
is that we have a very dynamic economy in the United States. And 
this means that business organization forms are changing rapidly. 

As you know since World War II we've had a vast number of reorgani- 
zations and mergers in all industries and the reSult is that old 
corporations die and so when you investigate an old corporation you 
find out that it is no longer in existence And the average layman 
may not find what has happened to that corporation from the stand- 
point of merger and consolidation and so once again the evidences of 


this wealth are destroyed by the person. 





And I might mention one other fact is that we have a very 
mobile population in this country now. We have an urban, suburban 
population in which neighbors do not know neighbors, in which courts 
and judges do not know every member of the community; these people 
move across state lines rapidly; many types of workers work in more 
than one state in the same year and many times in many states, parti- 
cularly in certain types of trades, and the result is that the owners 
are lost and the holders of these types of property do not know the 
whereabouts of the owner and have no way of finding him. They go 
to afl. extents possible by sending letters, notices, things like 
this, but the Post Office Department cannot forward them and the 
result is that the holders of this property, whether they want to 
keep the property or not, find no way to dispose of it to the rightful 
owner because he cannot be located. As a result of these factors, 
we have in this country today an appreciable amount of unclaimed 
property of the intangible nature. 


Now I'd like to speak briefly about the interest of the state 
in this property. To the Commissions on Uniform State Laws it was 
immediately apparent that the states have a legitimate interest in 
the protection of property from the standpoint of seeing that some 
law governs property other than the old law if finders which most of 
you gentlemen started out in your first year of property course 
with and what happens to property that is picked up by somebody and 
Someone else has abandoned it. 


In this country historically the states nave dealt with two 
types of problems of dealing with unclaimed property. These are 
first, Unclaimed Real Property. Usually this is discovered today 
through the tax sale. Somebody does not pay the taxes and the 
result is that then the: property is sold on a tax sale. Of course, 
there are instances, perhaps Mr. Hassler gave you the one case in 
which an occupant pays the taxes but no one knows who holds the 
title because the title has been lost and there's been no admini- 
stration of the estate of the titleholder, but an occupant merely 
pays the taxes for years. The second type of property which the 
states have historically escheated are those properties which are 
held by an administrator and executor in a probate proceeding in 
the administration of a decedents estate and the will does not dispose 
of all the property or the intestacy laws do not operate to pass 
the property to the heirs with the result that the state becomes 


the heir for the property. 


The state has a legitimate interest also in discovering the 
true owner of the property and bringing him together with his property. 
It seems to me that this is an important interest the state act as 
conservator for the disappeared unknown owner of abandoned property 
who is no longer available. And the state more often than private 
companies can act as a better conservator than the private individual 
who may hold this property. We are all familiar with what can 
happen with property of others held by an individual who is not 
necessarily disinterested. In some cases, the holder dissolves, 
goes out of business. In some cases there is embezzlement with the 
funds that he is unable to pay over to the true owner, he just pocxKets 
himself. We all recognize that these facts exist but by and large I 
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think the experience under the more comprehensive types of state 
legislation has indicated that holders do have a profound interest in 
finding the true owners of the property and they go to considerable 
lengths to discover where the owner is. I might say, too, that the 
Commissioners on Uniform State Laws believe that the states have a 
greater interest than the holder. The holder is a windfall beneficiary. 
And the states have a superior right over the windfall holder. 


Over one half the states also for years, including California, 
have had legislation dealing with the unclaimed bank deposits so that 
this is another phenomenon of long vintage in American, history 
dealing with unclaimed property. However, only ten states prior to 
1954 had any type of legislation that might be described as com- 
prehensive. These were Arkansas, Connecticut, Kentucky, Massachusetts, 
Michigan, New Jersey, New York, North Carolina, Oregon and Pennsylvania. 
Nonetheless, 36 states, including California, have some limited type 
of legislation and when I mention these ten states having comprehensive 
legislation, I may say that this was not entirely comprehensive but 
they had a broader type of statutory provision than is traditional 
at the state level. Usually in the 36 states that have had some 
type of abandoned property legislation, other than the real property 
or the decedents estate cases, have been confined largely to bank 
deposits and court proceedings, dissolutions and state properties, 
such as in California where you cover the diSsolution case and the 
property held by persons confined in state institutions. 


Now I thought maybe you would be interested in the types of 
property that might be covered by a comprehensive bill. And first 


I'll take up the tangible personal property. I assume that every 
State will have some type of legislation dealing with escheat of 
real property and will handle the case of devolution of property 

to the state where there are no known heirs in the administration of 
a decedent's estate. First, there are unclaimed bank deposits of 
all types and participating shares in building and loan, savings and 
loan associations. This represents a major proportion of the un- 
claimed property in the United States and covers a number of types 
of deposits, including certificates of deposits. Next there are 
travelers checks which are unclaimed, that are issued both by banks 
and by other types of institutions. There are certified checks held 
by banking organizations, or cashiers checks. Money orders that have 
been issued by either banking institutions or other institutions 
that may have engaged in the money order business. There are the 
contents of safety deposit boxes and the property left with deposi- 
taries. In many cases, banks accept property for holding in their 
vaults as a depositary only for the particular property and .there 

is no rental agreement. I mean the bank just accepts the property 
and it is held, and these may well be covered. 


Another type is the unpaid funds payable under insurance 
policies. This includes life insurance, annuities, fire insurance, 
and every other type of insurance that is written wherein there are 
rights of the insured to obtain certain payments as a matter of 
right; liquidated sums in respect to the insurance. Next there are 
the utility deposits and refunds..... the refunds may have been 
ordered paid by a public utility commission or by a court decision 
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and the deposits that may have been collected for the installation 
of the service, and in our part of the country a $10 charge has been 
typical in the past to assure payment of the current charge in case 
the consumer fails to pay his bill. 


Now there is the stock dividends, and this covers a number of 
types of property. This can be the cash dividend, stock dividend 
or a payment in kind under dividend arrangement. Next there are 
bonds that are issued widely for both financing public and private 
operations. Next trust certificates which are held generally, worked 
through the operation of a trustee set up under special mortgage 
scheme for the financing and the payments are made to the trustee and 
the persons purchase trust certificates. Then there are funds held 
by receivers or creditors' committees. Voluntary creditor arrangements 
that have been made with a distressed corporation that may be un- 
claimed by the persons entitled to them. Then there are all the funds 
held by fiduciaries generally and this can be trustees of inter vivos 
trust or testamentary trust, where you may not have annual reporting 
to the court regarding disposition of the funds under trust. There 
are also types of trust that can be created without court supervision 
and these funds are often held by individuals where the beneficiary 
cannot be found entitled to the payment and in some cases the money 
is just held by the trustee indefinitely with no payments being made 
and no attempt to turn this property over to a court or estate and 
may be impossible for them to do so in certain states. They just have 
to hold the money. If there is no legal venicle for them to do any- 


thing else. 


Then there are all the funds held by courts and other public 
officials, including unclaimed condemnation wards, securities filed 
in lieu of bonds, unclaimed legacies, payments in support of dependents 
paid in dependency court proceedings in which the person entitled 
never received them from the friend of the courts. There is the 
property of persons confined in state institutions; prisoners may 
earn money in the prison system and have the sums or the property, 
and there are all the unclaimed tax refunds and things like this that 
may be held by various state agencies. 


Next there are the surpluses from sale of pledged property. 
Here large sums are involved where persons have pleaged specific 
property in payment of a debt and then the pledgee sells the property 
in accordance with arrangement and holds funds because the sale 
brought receipts greater than the liability of the pledgor in the 


situation. 


Next there are unclaimed wages of all types of employers, 
public and private, where the wage earner leaves his job and may 
have accrued a certain amount of work time and has never collected 
the sums involved, just disappears from the scene. 


Next there is the unclaimed property held by brokers. You are 
all familiar with the financial world where the brokers hold some 
substantial quantities of stock in street form, on account and the 
owner is and the equitable owner is maintained only on the records 
of the broker, the stock being held in nominee form or in the name 
of the broker. And the equitable owner disappears and this property 


is held by brokers. 
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Then there are the unused transportation tickets of railroads, 
bus companies, particularly as the airline situation has somewhat 
changed with their policy of charging whether or not you appear to 
take the flight but nonetheless there are the unused transportation 
tickets of all types that are unclaimed. 


Then I might mention unclaimed race track betting tickets. In 
the State of Michigan’ from $30,000 to $60,000 a year is paid over on 
tickets that are bought at the race tracks and the persons never 
submit them in order to obtain their winnings. And there are other 
things such as the unclaimed trading stamps which fall into a special 
category and as you gentlemen know have been the subject of some 
legislation in other states in the last few years, and they are a 
very hot issue. One state, of course, using an escheat type of thing 
regarding the unclaimed trading stamps, specifically, although they 
have no other legislation generally in the field. Now, I will make 
reference to this later about the situation in New Jersey. 


Now these are representative of the types of property that 
might be covered by a so-called comprehensive abandoned property or 


escheat statute. 


CHAIRMAN MILLER: Mr. Pierce, I notice we have reached the 
hour of twelve and you have documented the various forms of property, 
it might be a good stopping point at this time. I know you have 
considerable more for us so we will adjourn the committee until 2:00. 





...The afternoon session of the public hearing of the Assembly 
Interim Committee on Judiciary, Subcommittee on Escheat, was con- 
vened at 2:30 p.m., February 20, 1958, in the State Building, Los 
Angeles, California, Assemblyman Allen Miller, presiding... 


CHAIRMAN MILLER: We are all here now so Mr. Pierce if you will 
resume your testimony... 


PROFESSOR PIERCE: Thank you, Mr. Chairman. Prior to the 
recess, gentlemen, I had just delineated some of the types of in- 
tangible personal property that might be covered by a comprehensive 
piece of legislation dealing with unclaimed or abandoned property. 
One other significant feature, of course, of abandoned property is 
the tangible personal property that might also be included by a 
comprehensive piece of legislation, but temporarily I will leave 
this matter as I will point out later some of the difficulties 
involved from the standpoint of the commissioners on uniform state 
laws in dealing with the problem under the proposed uniform act. 


Now, gentlemen, I would be very happy to be interrupted at 
any time if I may be helpful as I proceed with the discourse so feel 
free to interrupt me at any time if that meets your convenience. 


Now the next question I would like to discuss is: Who are the 
holders of the unclaimed and abandoned property that I talked about 
earlier this morning? Actually, these holders are every type of 
entity recognized by law, including the state officers and agencies, 
the county township and municipal officers and agencies, public 
utilities, state and national banks, trust companies, safety deposit 
companies, railroads, steamship companies, express companies, bus 
companies, telephone and telegraph companies, brokers, lawyers, 
trustees, receivers, partnerships, all types of insurance companies 
and every type of private corporation, including manufacturing, real 
estate, mining, oil and gas, and mercantile corporations. 


The next point I would like to bring to your attention is some 
of the background concerning the proposed uniform disposition of 
Unclaimed Property Act. As you gentlemen are probably aware, the 
National Conference of Commissioners on uniform state laws is a 
group of commissioners representing several states in the United 
States and the territories, who meet annually in convention every 
year for one week to discuss problems of uniform legislation 
throughout several state and territorial jurisdictions. Among the 
more significant products of this group are, of course, the Uniform 
Sales Act, Uniform Negotiable Instruments Law, the proposed Uniform 
Commercial Code, the Uniform Reciprocal Enforcement Support Act and 
many of the other uniform and model acts in the commercial and pri- 
vate law areas. The commissioners are an unpaid group from the 
Standpoint of receiving no salaries but they do appear at the annual 
convention at the expense of the individual states that they represent 


In 1951, the committee on the Uniform Disposition of Unclaimed 
Property Act was appointed by the President of the conference and 
Dean Ebba Stayson of the University of Michigan Law School was ap- 
pointed chairman of that committee. Other commissioners from 
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Maryland, Missippi, Missouri, Ohio, Oregon, Utan, and Wisconsin 
were members of this committee and participated in the actual com- 
mittee work on the project and I served as draftsman of the uniform 


act and Research Director for the project. 


The question has been asked, generally, why did the commissioners 
on uniform state laws become interested in this subject matter and 
why, generally, is there any interest upon the part of the states 
in the problem of unclaimed and abandoned property? I would say 
one of the major reasons from the standpoint of the commissioners 
was the concern over potential liability of holders, with each state 
adopting legislation, having different jurisdictional and rules 
governing applicability of their laws. The result was that on paper, 
at least, there was a potentiality of a holder becoming liable to 
tne state officers to turn over abandoned property in more than one 


state. 


Then I might add, quite frankly, that another one of the pre- 
dominant reasons was the interest of the state in obtaining funds 
during an inflationary period and I am sure that you, gentlemen, are 
very aware of the difficult situation in which most states find 
themselves and that this was an important potential source of revenue. 
I should mention, however, that these sums in no state have ever 
reached such a magnitude that they would represent anv significant 
portion of the over-all state budget but, none the less, the sums 
are substantial as I shall indicate later. 


Although, this legislation cannot be classified as being 
entirely altruistic its enactment in any state will have some bene- 
ficial results from the standpoint of the owners. First, it will 
encourage the holders of this unclaimed or abandoned property to 
go out and find the owner. Our experience in Michigan has been 
Since the adoption of our act that the banks make a determined 
effort before the period ever comes around for reporting this to 
find out who actually owns it and I mean they do substantial work 
and in many cases are successful in finding the true owner of the 
property and the legislation, in effect, does provide a system where 
owners of property are informed of their rights which they have for- 
gotten about or have just let lie dormant negligently. The mere 
adoption of this type of comprehensive legislation, itself, will 
mean more care on the part of the holders of the property in dealing 
with the true owners; it will bring about a determined effort on 
their part to return the property to its lawful owner. Also, it 
must be recognized that once notices are given to the true owners 
under this type of legislation that some people will be reached when 
you require a statutory notice procedure. 


Now a word about how we went about drafting this statute. I 
believe you gentlemen are already acquainted in this brief session 
we have had thus far today with the fact that we are dealing with a 
large number of problems, a large number of concepts not only in 
respect to the type of property involved but the legal relationships 
involved in how this property is held by the holder and also the 
nature of the owner's rights, whether it is as a debtor or as a bene- 
ficiary, or as many of the other potential legal types of rights that 
he may hold in respect to the specific property. 
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We investigated generally the existing legislation and the pro- 
posals that have been existing in the field, as well as investigate 
the case law dealing with this problem in the several states. After 
completing this investigation an initial draft of the uniform act 
was prepared, which I might say differed substantially from that which 
you have seen presented, as all legislation does - it gets quite a 
working over - but during this process we consulted with a large 
number of the interested groups including representatives not only 
of the public from the standpoint of state officers and agencies 
but also representatives of the various industries, including the 
life insurance groups, the utility groups and the banking groups 
and a large number of suggestions, of course, were made to us and 
the conference acting somewhat as a legislative body acts, of course, 
adopted throughout its deliberations a number of revisions and the 
uniform act in itself represents a compromise in respect to certain 
problems of disposition of unclaimed property. 


In August, 1954, the National Conference approved the proposed 
uniform act for adoption in the several states and since that time 
four states have adopted it: Arizona, Utah, Oregon and Washington. 
Almost all of these are western states and very near neighbors of 


California. 


CHAIRMAN MILLER: Was there any adoption of the equivalent of 
the uniform law prior to the approval in 1954? 


PROFESSOR PIERCE: Yes, there are a number of other state 
Statutes, including the Kentucky and New York statutes which have 
a large number of provisions that are comparable and the uniform 


act, of course, represents a lot of the experience gained under 
the original New York legislation and under the Kentucky legislation. 


ASSEMBLYMAN BURTON: You mentioned that the uniform act con- 
tained a number of compromises. If any of them were serious policy 
matters would you give us the benefit of your recollection on what 
those compromises were and I don't intend that you detail all of them 
but if there were two or three major policy differences that were 
reconciled by compromise, can you recall what they were? 


PROFESSOR PIERCE: Well, I'd be happy to mention one of them 
and I would like to go into this in more detail at a later point and 
this is what to do with unused railroad tickets. Now, in this case 
for example you buy a railroad ticket to travel from Los Angeles to 
New York City and let's say you choose the Santa Fe. You then go to 
the ticket office here in Los Angeles and you purchase a ticket 
which gives you a ticket that is good for travel across the continent, 
but a part of that ticket represents fare - say upon the New York 
Central - for travel from Chicago to New York City, and when that 
ticket is sold to you the railroad company passes along its pro- 
portionate share to the New York Central - the share that the New 
York Central deserves in respect to that passage on its lines. Now 
here you have the money split up internally by the railroads under 
an agreement so that now the funds have been distributed, in the 
hypothetical that I oppose, between the Santa Fe Line and the New York 
Central Line. Now, the New York Central is not in business in 
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California, or at least to my knowledge it is not or I assume that 
it may not be in buSiness here and - it is? - well it could be 
possible that it would not be depending on which line is used, but 
the result is that this money has been distributed. Now what state 
should get this money? If you say you are going out to reach unused 
railroad tickets - should it be the state where the ticket was 
purchased or should the amount be passed along to every state along 
the line by some type of apportionate scheme. I think in this latter 
type of apportionate scheme that I suggest as a possibility you 
immediately realize the administrative difficulties that would 

be brought about if you attempted to apportion to each state through 
which that line passes the amount of the total ticket cost that 
would have been paid by that passenger toward a passage within that 
state that he never undertook, and never used. So the result is, 
because of this administrative difficulty, that the only possible 
selection from the standpoint of administration would appear to be 
the state where the ticket was actually sold and you could say there 
was justifiable grounds for this because the purchaser actually did 
appear in that state and for all we know because we don't keep 
records of who purchases railroad ticxets - but he was probably a 
resident - but we can assume from everything else that he was more 
likely to be connected with the state in which he purchased his 


ticket. 


Well, if you use this test, then, where the ticket was purchased 
what do you attempt to take into the custody of the state or to 
escheat to the state? You are immediately faced with the problem 
which should be done then with the credits that have been trans- 
ferred to the other railroads along the line over which the state 
may not have jurisdiction. So the result is that the uniform act 
does not cover the railroad unused tickets because there were so 
many difficulties involved in this that it was thought better to 
leave this particular type of potential unclaimed property not cover- 
ed at this time and the uniform act does not do so and this is the 
type of compromise that was made - on what to do about this specific 
type of property. I might say that the commissioner, the National 
Conference of Commissioners, on uniform state laws has never dis- 
charged its committee. We just have these four adoptions and we're 
Standing by to see what happens and as we gather more information 
why we hope to sometime see what amendments might. be possible to 
improve the provisions of the Uniform Act. 


We are dealing with a very difficult field and we all recog- 
nize this and I think you will find the Uniform Act, although quite 
broad, it is none the less quite conservative in what it has at- 
tempted to do in respect to certain types of property and because 
of the inherent problems in dealing with i 


Then there are things that are unanswered in the Uniform Act 
as well. There is a catch-all provision it is true. But there are 
all sorts of problems about what to do when, let's say I give you a 
note - my note is a private debt - and what happens then when at some 
future time you never collect from me and I hold this in effect, 
if I've gained some unclaimed property you might say because you 
never came around to collect from me. Well when you get into the 
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problems of individual debts why, of course, you raise a tremendous 
administrative problem and the Uniform Act, although written very 
proadly, is generally thought by the commissioners that it would not 
be used for this purpose to collect ordinary private debts. But this 
shows you when you start drafting legislation the types of problems 
when you try to reach all these types or the major types of unclaimed 
property, your legislation then becomes broad in terms and you start 
including, then, potential arrangements that are almost difficult 

to - impossible I Should say - to administer. So these are things 
that we are watching and this committee will probably have questions 
when any proposal is made in the California Legislature about what to 
do with certain types of these problems. They are not easily 


resolved. 


I might mention as well as that in 1955 the Uniform Act was 
introduced by the California Commissioners, that was Assembly Bill 1381 
of the 1955 Session, and I might say also that members of the Cali- 
fornia delegation of the Commissioners on Uniform State Laws parti- 
cipated actively at various stages during the development of this 
legislation as representatives of your state. Your delegation is 
composed of Professor George B. Bogart of Hastings College of Law 
in San Francisco, an outstanding authority on trust law as you all 
know; Martin J. Dingelspiel of San Francisco is a past president 
of the Commissioners on Uniform State Laws and served as president 
during the formulative period of the Uniform Act; Ralph Kleps who 
was the Legislative Counsel, I am sure you all know, also is the 
commissioner on uniform state laws from this state; Paul Mason, 
Director of Motor Vehicles - I'm sure you all know as well - is 
also a commissioner; and George R. Richter, Jr. from the city who 
is currently chairman of the executive committee of the National 
Conference and under usual procedures will become president two 
years from now of the commissioners. 


Now, I'd like to move to giving you some figures - representa- 
tive figures - from three states to indicate what total sums of 
money have been involved under comprehensive legislation. In 
Michigan, since 1947, we have obtained approximately $7,390,000 
under our Unclaimed Property Act, which is inclusive in our state 
of the sums that are left in decedents' estates. Of this sum, over 
$9 °0,000 was refunded to the true owners so our experience is that 
Slightly over 10% of the total sums reported to the state eventually 
do find their way into the hands of the true owner so that this 
type of legislation does serve a public purpose in bringing the 
property back to the true owner. 


CHAIRMAN MILLER: May I interrupt you there just on the figures - 
of the $7,000,000 this is what actually escheated to the state or was 
taken into custody subject to future claims of the true owner? 


PROFESSOR PIERCE: In Michigan - I will come back to this 
again later - we have a so-called escheat statute. But even though 
we escheat and have the formal judical proceeding in the State of 
Michigan the true owner can come in and claim against the state at 
any time, so it is not in traditional concept a true escheat law 
because the owner can come in. Originally there was a seven year 
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period after the escheat action but that was repealed so it is an 
open-end deal now and the owner can come in at any time to recover 


the sums. 


CHAIRMAN MILLER: So then the $7,000,000 that you mentioned 
is just in sort of the nature of a temporary custody of the state, 
that only a portion could ever actually be used for the purpose of 
actual use by the state for its general fiscal policy? 


PROFESSOR PIERCE: Well actually, Mr. Chairman, all the money 
is used. The state uses it immediately - it is turned into the 
general fund and then as the claims appear why they are paid out, 
so the money does not lie dormant even though its in custody. 

By "in custody" what we mean under the statutes is that the state 
stands liable. But this does not mean that the state puts the 

money in a bank account, or anything, it actually is turned into 

the general fund and is appropriated for general government purposes 
but the state stands behind it to pay. You will notice that the 
Uniform Act has a provision where you have a sort of revolving fund, 
the rest of the money is turned into the general fund and you just 
maintain the current fund in effect to pay out such claims as may 
arise during ordinary process. 


CHAIRMAN MTTILFR: Just one more ouestion, ratner than inter- 
rupting your line of thought, and that is this, I want to get it fixed 
in my mind, what period ot time did this accumulation of $/,000,000 
from the time you enacted the statutes? 


PROFESSOR PIERCE: This accumulated from 1947 - July, 1947, 
until December 31st of last year, so it's 10s years. 


CHAIRMAN MILLER: Maybe I shouldn't use the word accumulation. 
Your statute went into effect when? 


PROFESSOR PIERCE: In July 1947. 


CHAIRMAN MILLER: This is what you recovered during that period 
of time under the statute? 


PROFESSOR PIERCE: Yes, under our comprehensive statute. 


ASSEMBLYMAN BURTON: Do you happen to have any figures on what 
the total estimated value of property escheating to the state was 
prior to the enactment of the statute? 


PROFESSOR PIERCE: No, I do not have those figures but there 
were of course, we had the traditional real property in decedent's 
estates problem, that we had before we adopted the comprehensive 


legislation. 


ASSEMBLYMAN BURTON: In this $7,300,000 though this includes 
all properties that escheated to the state in addition to whatever 
additional property came to the State as a result of the 10°47 


legislation? 
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PROFESSOR PIERCE: This includes only that recovered under the 
19047 legislation and, of course, there were prior sums that came under 
old laws before we adopted the comprehensive statute. This is just 
the experience since we adopted the very broad type of escheat 
statute covering all tangible and intangible personal property. 


ASSEMBLYMAN BURTON: But there is no property - as I gather 
it in 1947 you enacted the comprehensive legislation which presum- 
ably repealed or at least the prior legislation was superseded by 


the later legislation? 


PROFESSOR PIERCE: That's right to the extent that it also 
duplicated the property unclaimed in decedents' estates. 


ASSEMBLYMAN BURTON: But we can't take the $7,300,000 as the 
figure solely attributable to the enactment of this 1947 law, be- 
cause if the 1947 law would have been enacted a certain amount of 
property would have escheated to the state anyway under previous 


noncomprehensive laws? 


PROFESSOR PIERCE: That's correct. So I think you can figure 
that the comprehensive legislation probably increases it 50 to 604, 
if you have bank deposits covered now as well as decedents' estates, 
the bank deposits and the decedents' estates during the initial 
phases. Past experience in other states seems to indicate that 
about 50% of the total taken is represented by this type of unclaimed 
property and the other would be additions. I can give you more 
comprehensive figures on New York than I can from Michigan but I 


would like to point out to you 


ASSEMBLYMAN BURTON: One further question - if you have this 
unclaimed bank deposit the state is not required to pay any interest, 
or are they, under your Michigan statute? 


PROFESSOR PIERCE: Once the property is taken into the custody 
of the state and escheated there is no interest payable. Now in 
interest and increments, and the property that is taken over is no 
longer accrued. For example, that is to say, we escheat some shares 
of General Motors stock. Why, as soon as that stock is taken over 
by the state, let's say a dividend payment then becomes due, why 
that dividend is no longer available to the owner - he collects only 
the principal sum because we will only keep that property for a 
brief period of time as it actually is reported to our Escheats 
Board. It will go up for sale and be sold at public auction and 
the state does not want to get into the business of voting shares of 
Stock in major corporations or even small corporations. 


I might say that last year, despite our experience over this, 
we had over a million and a half dollars reported in the eleventh 
year of operation of the Act. and this was the largest single year. 
The first year we had only $531,000 reported but last year we had a 
considerable increase and this was brought about by two factors. 
First, the State of Michigan intervened in the Federal Power com- 
mission proceeding against the Panhandle Gas Line Company and col- 
lected the refunds that were payable to Michigan residents under an 
order of the Federal Power Commission and were unclaimed and this 
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amounted to about $700,000. In addition, although we have had our 
statute - our broad statute - for many years, this last year was the 
first year in which any major insurance company reported the un- 
cliimed proceeds under life insurance policy annuities. This one 
company paid this last year, somewhat over $300,000 to the State of 
Michigan, and it. is in the process now and I understand that they 
will soon report another group of two hundred to three hundred 
thousand dollars. The holder in this case is proceeding as rapidly 
as possible to clear its records and to find out what the State of 


Michigan is entitled to. 


Mr. Hassler this morning said there were one hundred sixty 
insurers in operation in California and I assume that nearly a 
comparable number are in business in Michigan. We have only reached 
through one insurance company thus far. I might add that the reason 
for this is marginally a deficiency in appropriations to the Attorney 
General's Office in order to nandle this problem. In our state our 
staff is small and the result is that one man has to do all this work 
and he also nas to serve as state public administrator so he is able 
to pick off a few things at a time and though, theoretically, all of 
these should be paying why it just takes time but the first insur- 
ance company has now reported and we can expect shortly then the 
other major insurers will soon voluntarily come forth and report 
the life and annuity proceeds that are escheatable under the Michigan 


statute. 


As I indicated this morning, another source that we have had 
is the unclaimed racing tickets, bet tickets, in which we get from 
thirty to sixty thousand dollars per year. I thought you might also 
be interested in how we handle this. We handle this by an additional 
piece of legislation in part, outside the escheat code, in that we 
require the particular race track ninety days after the close of the 
meeting to turn over that sum to the Racing Commission and it holds 
it then for a two year period to elapse and then after the two-year 
period has elapsed without anybody bringing in the tickets why then 
the money is turned over under the escheat law so that we have this 
additional administrative law covering this by requiring the sums 
to be turned over ninety days after the closing of the particular 


meeting. 


If I may, Mr. Chairman, I can submit to the record a year by 
year computation of the figures in Michigan and you may be interested 
in incorporating those into the record from the standpoint of giving 
you some idea of what Michigan has received on the very limited basis 


and we're still going to improve. 


CHAIRMAN MILLER: That record will be admitted and made a part, 
Mr. Cook, as the first exhibit of the sub-committee. It will be 
Exhibit No. 2 - the first exhibit was the tentative draft of the 


Federal bill. 
PROFESSOR PIERCE: New Jersey, since 1946, has recovered 
approximately $2,110,000 under their 14-year escheat act and slight- 


ly over $2,000,000, almost a comparable amount, under their 5-year 
Custodial statute. In the Uniform Act, which you probably have seen, 
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we refer in one of the notes to the problem of the statute of limi- 
tations in New Jersey. In New Jersey the Supreme Court concluded 
that the running of the statute of limitations created a vested 

right in the debtor and with this it meant that the 14-year period, 
under their escheat law, was longer than their statute of limitations 
period, generally. So the result was that they amended their statute 
to put in as a base a 5-year custodial statute so it required re- 
porting it after 5 years before the running of the 6 year statute of 
limitations and this is how New Jersey handled this particular 
statute of limitations problem. However, New Jersey is in the minority 
from the standpoint of the treatment to be given a statute of limi- 
tations from the standpoint of creation of vested property rights. 


You may also be interested in the current litigation in New 
Jersey concerning the trading stamps. The evidence has all been 
introduced now and the judge is to make his decision very shortly 
but to my knowledge it had not been made by last Friday. The State 
of New Jersey is attempting to escheat from one of the larger trad- 
ing stamp companies $7,000,000 worth of unclaimed trading stamps. 
Now the trading stamp field again represents a very difficult one 
because how do you know when a trading stamp is unclaimed? The 
housewife, as you know, and I assume some of your own wives as mine, 
keeps a number of books rolling in the drawer and filling them up 
with stamps. Now she saves these stamps for some item that she is 
particularly interested in, that the ordinary family budget will 
not maintain in my household, and she keeps them for extended periods 
of time until she gets enough of a particular type stamp to get the 
premium. The result is, when are these stamps unclaimed? They may 


be years accumulating enough stamps to get what the individual 
holder wants. I'll tell you what they are attempting to do in New 


Jersey. 


The $7,000,000 figure is based largely upon the accessions 
made by the company with the Commissioner of Internal Revenue for 
tax purposes. The question immediately, from the standpoint of the 
Internal Revenue Service, was - what is the income of this trading 
Stamp company? And, of course, they hold a regular sum as liabili- 
ties under the amounts that they have collected. They made an 
agreement with the Commissioner of Internal Revenue that they would 
report 5%, as I understand it, 5% of their total sales of trading 
Stamps as income because apparently they felt they would never be 
Claimed. Now what the actual figures were no one Knows and, of 
course, this would be very difficult to ascertain, but this is what 
the Commissioner of Internal Revenue agreed to as a compromise for 


income tax purposes. 


I am sure you gentlemen recognize that an adjudication for 
income tax purposes is not particularly good from the standpoint of 
determining what property is unclaimed. After all it was purely an 
administrative decision to begin with and also the income tax law 
is not determinative of rights to property in any way whatsoever and 
its purpose is entirely revenue. None the less, this is the theory 
under which New Jersey is attempting to reach this sum of $7,000,000 
and if successful, of course, in comparison to what they have already 
had near $2,000,000, you might say, under their escheat act since 
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1046 this would be a tremendous increase in the total sums that 
New Jersey will have collected under their act. 


New York had their unclaimed property statute in effect 
since June 1, 1944, the so-called abandoned property law. Under their 
statute they have through June 30, 1057, collected $38,591,000 plus. 
This last year they collected - this is from July 1, 1956 to June 30, 
1°57, their last fiscal year - $4,413,370 plus. Now you may be 
interested in their total experience on where this money comes from. 
From banks, they have collected $18,787,000; insurance companies, 
$2,249,000; from utilities, $511,000; condemnation awards, $1,641,000; 
court funds, $3,205,000; unknown distributees $1,623,000; from various 
institutions, $377,000; money orders and travelers checks, $3,500,000; 
under their broker's and dealer's provision, $2,722.000; and from just 
one company reported here separately under the New York Telephone 
Company, $355,000. Now their experience, they have out of the 
thirty eight million and a half plus that they have collected through 
the years, they have paid out in claims $4,366,000. So their experi- 
ence is comparable to Michigan - it's somewhat in the neighborhood 
of 12% has been returned to claimants after it has been collected 


by the state. 


Apparently, from what I understand in California your experi- 
ence has been slightly higher averaging around 16% that has been 
refunded under your current law - that is comprehensible, of course, 
but you have paid back around 16% to claimants. 


ASSEMBLYMAN BRADLEY: These are the gross collections you refer 


to both as to New York and to Michigan - is there any way to ascertain 
the net after the costs of the proceeding both what steps are taken 
in escheating and what the cost of the personnel involved in acquiring 


that fund? 


PROFESSOR PIERCE: Well, its very difficult to say here, that 
they have with their money, that they have collected apparently out 
of the $3,000,000, $750,000 plus - $751,173.70 seems to have been 
the cost of collecting it. This is the disbursements that they 
made other than to the special funds so the cost is relatively 
small about three quarters of a million in comparison to the nearlv 
thirty eight and a half million that they have collected so this 
would run something like 1/40th or 1/50th or 2% to 25% was the cost 
for the state to collect the money. And if I may, you may be inter- 
ested in this for the record as well, and I can give you 


CHAIRMAN ALLEN: The experience of New York as presented here 
in schedule form and will be introduced as Exhibit Three. 


PROFESSOR PIERCE: Now, a word about the types of state legis- 
lation that we talked about just briefly a minute ago, Mr. Chairman. 
In this field there are two words that are used to describe types 
of state legislation, "escheat" and "custodial" types. Now, theo- 
retically, an escheat, a pure escheat law, means that the state takes 
the absolute right to the property as the owner after some type of 
Judicial proceeding which had notice to the owner. Strictly speaking, 
all rights of the owner in an escheat proceeding are cut off. But 
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some states, as in Michigan, allow - even though they call their 
statute, an escheat statute.- allow the claimant to appear at any 
time and to recover his property that may have been escheated ina 


court proceeding. 


The custodial type is somewhat different, and the theory is 
that the state merely takes over as custodian of the property and 
stands in the shoes of the owner. There is no formal judicial pro- 
ceeding and the statute is to be carried out at the administrative 
level. Notice, of course, is given before the transfer of the 
funds to the state but there is not the declaration that the state 
is the owner. There is no judicial proceeding, in fact, required 
at all but of course any holder may refuse to turn the property over 
with the result that a court proceeding will then ensue so there 
will be a judgment against the holder. Theoretically, however, under 
the custodial type he need not resort to court proceedings. 


Now there are many advantages and disadvantages in respect 
to these types but I think I should point out to you what I believe 
to be the advantages of the custodial route. We generally feel that 
the custodial type conserves the property of the owner that other- 
wise may be lost because of the running of the statute of limitations, 
liquidation of the holder, bankruptcy, embezzlement, what have you, 
that may happen to the holder and the custodial type is consistent 
with the social policy of the state to act as conservator for its 
citizens. We think that this type of statute carries out the purpose, 
or one of the major purposes, of this type of legislation in that is 
to protect the owner of the property so that his property is not lost 
because of possible misfortune of the holder. 


Another advantage in our opinion, is that the custodial type 
Statute is less costly to administer because you do not need the court 
determination and the resulting costs that are involved in obtaining 
judicial decrees, although either route or method of getting custody 
to the state, escheat or custodial, does not require notice and you 
will have the same costs involved in giving nctice to the true owner. 


ASSEMBLYMAN BRADLEY: There is a question, Mr. Pierce - why 
would it be less expensive to administer a custodial type if you have 
some sort of a provision for conversion of the escheated property 
into cash? Supposing you had some General Motors shares of stock 
which you aren't going to keep but you do convert don't you have 
to have a court order or something to dispose of those shares of 


Stock at public auction? 


PROFESSOR PIERCE: No, this is not required under the custodial 
route. The property is turned over to the holder, let's say of the 
General Motors stock by the holder to the state and the state sells 
1t at public auction without a court order. The corporation, of 
course, may refuse to transfer the stock certificates without a 
court order to your purchaser but generally the purchaser will 
obtain the rights and the corporation will transfer the stock in 
accordance with the sale conducted by your state officer who collects 
the money. Either way, if you run it either under escheat or under 
CuStodial type you may have this particular problem where the cor- 
poration will not pay over - they may wish to contest the original 
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proceedings. But the point that I am making where you make the saving 
is that under the escheat type of statute you go into court with 

the holder as a party and you carry out a judicial proceeding at that 
time saying that the state is owner with the holder as a party and 
the state as a party and with, theoretically, the owner as a party 
through giving notice to the owner. Under custodial type, your 
statute merely says that the holder is required to turn the property 
over to the state after making a prior report and the property is 
paid over without any intermediate court order whatsoever. Although 
by refusing to pay over, of course, a court order will then result 
because the Attorney General will take that holder into court to 
require him to pay over the reported sums, 


ASSEMBLYMAN BRADLEY: Then it actually is an endorsement by 
proper state officials indicating the state's right to so transfer? 


PROFESSOR PIERCE: Yes, when they sell. 


ASSEMBLYMAN BRADLEY: The corporation generally then accepts 


PROFESSOR PIERCE: Yes. 


ASSEMBLYMAN BRADLEY: Then you must have a separate and dis- 
tinct procedure in regards to real property which I presume you 
will go into? 


PROFESSOR PIERCE: Yes, you must in respect to realty - that's 
one of the things, of course, not covered by the Uniform Act and 
it's one of the fields where I think it's essential to maintain 
escheat when you deal with real property in order to keep the title 
clear from the standpoint of usually local records dealing with 
title and it being necessary to have some type of formal judicial 
decree cutting off all rights of the owner in the property in an 
in rem action so that real property is one of the things that should 
be escheated continuously and that should not be changed in any 
state, and the Uniform Act does not propose that that be changed. 


It covers only intangible property. 


I might say that there may be some other cases where escheat 
may be essential and that is in the case of property held by federal 
courts owing to citizens perhaps in the state under a federal court 
order and the persons do not appear. In United States v. Kline 
there is a suggestion that the court would not look with favor upon 
a statutory provision which merely gave the state custody of those 
funds because the court thinks of itself as a custodian and it can, 
as well as the state, act as custodian for the funds involved. Tne 
federal court said that since there had been an adjudication of the 
State's rights the moneys would be turned over to the state, in 
this case Pennsylvania, which had escheated the funds ina prior state 
proceeding. So I would say any adoption of the Uniform Act should 
be accompanied with or you maintain if you have it already in your 
Statutory pattern, a provision allowing escheat of funds held by 
federal courts so that this will be covered. It is not covered by 
terms in the Uniform Act since it deals only with state courts and 


agencies. 
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Also, in decedent's estate proceedings it is just as beneficial 
to continue the escheat of those funds because it definitely takes 
care of theproblem and there is no reason to disrupt that particular 
pattern as it exists and in many cases again you will have real 
property involved in the standpoint of land titles. They should be 
kept as clear as possible and a judicial determination appears to 
be preferable. 


Now I'd like to talk about the coverage under the Uniform Act. 
The Uniform Act covers the following property held by banking and 
financial organizations and by financial organizations the Uniform 
Act means Savings and loan, building and loan, and all the other 
type of institutions which act similarly to banks. It covers all 
demands, savings, and matured time deposits, as well as funds paid 
toward the purchase of shares in building and loan or savings and 
loan associations, covers certified checks, travelers checks, 
certificates of deposits, and all other written instruments evi- 
dencing liability which are issued by banking and financial 
organizations. 


Now, in respect to the conflict's problem. In other words, 
which state has a right to it. The Uniform Act says that the state 
where the bank is located is the state that has the right to take 
this property. The Uniform Act also covers property removed from 
safety deposit boxes or other places of deposit when the bank or 
the financial organization acts as a depositary. The Uniform Act 
also covers unclaimed funds owing by a life insurance corporation 
if the last known address of the owner or the person having the 


right to the properties in the state and you will note, as I proceed, 
that the Uniform Act uses the last known residence or last known 
address test in respect to which state obtains the property. 


The New York statute is somewhat different as when we discuss 
the Connecticut Life Insurance v. Moore case you will see that their 
test on determining which life insurance proceeds would go to the 
State of New York, under Section 700 of the Abandoned Property Law, 
is different from the test proposed in the Uniform Act. The Uniform 
Act also covers deposits and refunds held by utilities and once again 
is confined to the utilities operating in the enacting states and 
sums paid to it in that state. It also covers unclaimed funds dis- 
tributable and voluntary dissolution proceedings and you, in Cali- 
fornia, already have a number of sections in the Code of Civil 
Procedure covering dissolution proceedings. It covers property held 
by fiduciaries and sums payable by business associations, which 
is broadly defined, including bonds, stocks, dividends, and interest. 
The statute also covers property held by state courts and public 
officials and agencies and finally there is a catch-all - all other 
miscellaneous unclaimed intangible personal property which is the 
most broad-sweeping of the provisions in the Uniform Act. Now what 
doesn't the Act cover? 


Well, in the first place it does not cover any tangible per- 
sonal property other than that removed from safety deposit boxes 
and depositaries. Now, the reason why this is excluded from the 
Uniform Act is twofold: First, in this case the commissioners 
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Jackson tnen went on to discuss the fact that residence by the 
insured in New York when the policy was issued for delivery tnere 
snowed enough contacts with the transaction so that the state could 
claim proceeds of policies presumed abandoned. The concept of suffi- 
cient contacts in controlling transactions, he said, were vague and 
undefinable. The weakness of the test is accented by consideration 
of possible claims which can be made by other states. Jackson again 
said, "If we say New York may step into tne beneficiaries shoes and 
collect his unclaimed insurance pro uae solely because the insured 
lived in New York when the policy w issued for delivery there how 
can we deny the claim of another state to escheat the same fund when 
its claim is asserted under any one or more of the following circum- 
stances? (1) It is the state in which the insured has died or where 
some other contingency occurred which brought the claim to maturity. 
(2) It is the state in which the beneficiary always has resided and 
was last known to reside. (3) It is the state of approved and 
later and longer residence of the insured. (4) It is the state to 
which both the insured and the beneficiary moved and resided after 
the policy was taken out in New York. (5) It is the state of actual 
permanent domicile as opposed to mere residence in New York of the 
insured and the beneficiary. (6) It is the state of actual delivery 
of the policy though it was issued for delivery in New York. (7) It 


is tne state where the claim was payable and where funds for its 
discharge are and at all times have been located. 


Certainly the foregoing are contacts as I would un i the 
term and some of them seem more persuasive of a right to escheat tnan 
the ground on which we are affirming New York's right t And 


this concludes Jackson's dissent. 


Jackson disagreed ea the majority when ne said that it reserved 
the question of what another state could do and did not upnold the 
statute in the case where the insured ceases to be a resident of N 
York after delivery or where the beneficiary is not a resident at 
time of maturity of the policy. He said that the question was settled 
when tne court decided that there were sufficient contacts to escheat 
tne claims. As the issue of sufficient contacts is settled by the 
case, ne asserted, the reasoning must hold good when any other state 
with equally good contacts claims an escheat. The natural result is 
a double liability or else the court will be forced to cut off tne 
claims of anotner state which are good or better tnan the rights 
asserted by New York. 


CHAIRMAN MILLER: Mr. Pierce, may I interrupt you here. We 
appreciate these decisions are fundamental vnenee that we should 
nave before uS when we are met witn the quest Lon of constitutionality. 
I think it might be wise - there is eet 
to refer to and analyze - because we are limitec here in 
testimony - your testimony here ina day: and I 
many of the members have additional questions 
would suggest that in all possiblities we have 
staff do the briefing of this philosophy for us 


staff 
work and that you ma k reference to th e case for the recor solely 
then let us get 
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PROFESSOR PIERCE: Very good. These cases are extremely 
{involved and the reason I bring them before you is because of the 
terrible difficulties that the court has had with these problems. 

In the next case which I'll give to you and you can brief it thorough- 


ly is the Standard Oil Company v. New Jersey 341 U.S. 1951. 


CHAIRMAN MILLER: Now, you have prepared a rather fine briefing 
of most of these cases and their meaning and significance from your 
standpoint. Would you insert those in the record so it might save us 
a separate briefing job on them - so we will accept those as the 
exhibits next in order, as the last case. 


PROFESSOR PIERCE: I might say, that in this case, in the Standard 
Oil, New Jersey was escheating stock dividends of Standard Oil of New 
Jersey. AS a New Jersey Corporation it merely maintained an agent's 
office in New Jersey and did no other business in New Jersey as such, 
the main offices being located in New York - stock transferrage in 
New York, the moneys actually held in New York, and the power of stock- 
holders in other states. None the less, in a 5-4 decision the Supreme 
Court said that New Jersey had sufficient contacts and it was after 
this decision, you see, that the commissioners then became worried 
about the problem of double liability because we have in one case 
the Supreme Court saying that New York has a rignt, based upon issuance 
of a policy in New York on the life of a resident or New York at the 
time of issuance. And then the court in the Standard Oil case turning 
around and saying that the domiciliary state of the corporation is 
a state also having sufficient contacts. As a result of these rules, 
the Uniform Act comes out with a somewhat different rule partly based 


upon some of the dissents in the cases, but we think it's entirely 
reasonable and this is Section 10 of the Uniform Act providing for 


reciprocity. 


When certain property is presumed abandoned in another state, 
who is subject to the jurisdiction of that state, this statute says 
that the property will not be presumed abandoned in this state if it 
is claimed as abandoned or escheated under the laws of the other state 
and if the laws of the other state make reciprocal provision for 
treating the enacting state. In other words, when you get into this 
situation the state of last known address of the owner is preferred 
for a corporation doing business in more than one state. But if there 
is no jurisdiction except in the other state or in your state, the 
other state cannot get jurisdiction then it is the domiciliary state 
of the corporation that is entitled to the moneys. And this is the 
conflict's rule. Now there are other possible choices, of course, 
here. You might have adopted, for example, all local corporations 
organized under the laws of California as a test. 


Our feeling on this matter was that the state of the last known 
address of the owner has a more equitable right to the property than 
the state where the corporation may happen to be incorporated. As 
you know, a large number of our corporations are - major ones - are 
incorporated in the State of Delaware, steel in New Jersey, and now I 
understand that Nevada is a favorite spot for incorporation in this 
part of the country. Our feeling was that merely because the corpora- 
tion uses the corporation of the law of a particular state that this 
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was not a sufficient contact, that the state of actual last known 

address had a better right to the property because the owner probably 
invested from that spot and he was a resident and that corporation 

may be actually doing more business, may have its principal place of 
business and only place of business in another state other than the 
required agent's office that is required under the state of incorporation. 


So this is where we ended up in our proposal and I might say 
that Michigan has adopted tnis provision even though it has an escheat 
statute which was in existence prior to the Uniform Act. We do have 
the reciprocity feature in our statute and this is one of the most 
significant features of the Act and that is why we seek uniform legis- 
lation in the country largely because of this test, in that each state 
will recognize the rights of other states to the property when you 
run into this situation where the local corporation owes money to 
persons whose last known address is in other states. 


If you have any questions on the Uniform Act, I would be glad 
to answer them, otherwise, I'll proceed to the federal question, 


CHAIRMAN MILLER: I think we'd better, because of the limitations 
of time, I think it might be proper now to ask you some questions on 
the Uniform Act rather than the federal question which was treated 
by Mr. Hassler and Mr. Brown this morning at some length, enough at 
least to acquaint us with that. The first question that I have..... 
you are here partially as an advocate, I see, of the uniform statute 
because having participated, I assume, and having some pride in 
participating in such a situation..... 


PROFESSOR PIERCE: That is always natural. 


CHAIRMAN MILLER: We have before us what was introduced at the 
last session as Assembly Bill 3087 which is not the Uniform Act but 
which is an act that was drafted by the Office of the Attorney 
General here, and it is my understanding that it is more in the 
nature of an escheat statute - a broad escheat statute - than the 
theory of the Uniform Act which is principally custodial. My question 
is whether there is a possibility of having an act that is based 
upon the Uniform Act in the custodial philosophy, but also combined 
with it after a certain period of custody of cutting off and having 
an actual escheat - a step further, a period of custodial basis and 
then subsequently an escheat basis and if there is the possibilities 
of such culmination of the two ideas, what advantages or disadvantages 
there would be in incorporating the two ideas - custodial with 


escheat? 


PROFESSOR PIERCE: It is entirely possible to do so and in 
fact has been done so as I suggested in the State of New Jersey 
where they ran into the statute of limitations' problem and then 
imposed the custodial type feature prior to their fourteen-year escheat 
Statute. You can adopt the Uniform Act and add to it a provision 
that after any period of years that you may wish that the property 
will be escheated or can be escheated to the state. This is perfect- 
ly feasible and is easily done, to have some other type of proceedings, 





say after five years most of these claimants appear comparatively 
shortly after the state obtains custody, within a two year period. 

Our experience in Michigan indicates almost all the claims that appear 
appear within the period of two years after the state originally 

takes custody because groups go out and find out as a result of 
publication, heir-chasers and what have you, and find some of these 
people so that you could have a reasonable period and tnen have 


escheat. 


There would be no particular difficulty involved. Tne only 
problem, as I see it, is again just one of administration that when 
you reach this point you have the custody of the property and the 
state can use it as it sees fit although theoretically it is holding 
it against claims. Actually these claims will never come about and 
you are adding the necessity of a court proceeding somewhere along 
the line, where this requires all the aspects of notice in aue 
process when you add the escheat feature, say after five years after 
you have taken custody. There is no legal problem involved here. 
The reason it is left out of the Uniform Act we just thought that 
the states could go ahead and use the money without going to the 
necessary time, effort, and expense to carry on this additional 
judicial proceeding. 


CHAIRMAN MILLER: You feel there is sufficient protections 
in the custodial status without the adminstrative burdens of es- 


PROFESSOR PIERCE: Yes. 


CHAIRMAN MILLER: To the full extent sufficiently pro- 
tected without the necessity of the additional administrative burden 
of escheating by court proceedings. That is your conclusion? 


PROFESSOR PIERCE: That was our conclusion in the Uniform Act 
that we could have all the benefits of the state having control over 
this property without it. Now there may be some problems in some 
states regarding claims against the state. You may have some con- 
stitutional difficulties in things like this but I understand this 
probably does not appear in California so you could leave an open 
end claim against the state and leave a sort of revolving fund to 
handle current claims that will come up during the year - allow the 
officer that collects to hold back a sum annually for that purpose. 


CHAIRMAN MILLER: Do you know of any state that has taken the 
Uniform Act as its base, or starting point, and has then, because 
of practical reasons, have achieved the results by steps on indi- 
vidual enactments, letS say affecting any particular phase of the 
whole problem like life insurances as an individual approach to it 
and then having set some experience there and some acceptance, and 
then moving on to the next area in the divisions or classifications 
of the type of escheatable property or the institutions involved? 


PROFESSOR PIERCE: Yes, this has been a typical pattern through- 
out the states, that there has been on a selected basis additions 
to their unclaimed property body of law. They will add first bank 
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deposits, then they may go to safety deposit boxes, and they will 
pick up gradually a number of things over the years. North Carolina 
has had considerable experience in gradually amending their statute 
to cover various types of unclaimed property. They have a very 
unusual situation there, although not so unusual in line with your 
constitutional provision. The University of North Carolina is 
entitled to obtain all the proceeds from the abandoned interest in 
getting the law gradually extended over a number of years, and they 
have done so. But there is no problem here from that standpoint, to 
continually add to your body of law at individual times and gain 
experience with those particular features and then see how you can 
do it. In Michigan, we have amended ours several times to add 


specifics. 


CHAIRMAN MILLER: Mr. Bradley, do you have any questions you 
would like to ask Dr. Pierce? 


ASSEMBLYMAN BRADLEY: Professor Pierce, I was wondering about 
the enforcement into the proceedings, just generally, what is the 
Uniform Act requirement to compel these various utilities or insur- 
ance companies, and so on, to comply with the Act, if adopted? 


PROFESSOR PIERCE: The Uniform Act provides first a procedure 
for the state officer to inspect records, so he can get information 
concerning the types of unclaimed property and he can go into court 
to get the necessary orders to compel payment. Section 24 of the 
Act authorizes him to act through court orders. If any person refuses 
to pay over then the Act also imposes penalties. 


ASSEMBLYMAN BRADLEY: Let me interrupt you, right there. Does 
he go into court on the basis of one particular claim or a series of 
claims, or just generally what is the mechanics of that? 


PROFESSOR PIERCE: He goes in in respect to one holder and the 
holder may have many claims or one claim. He doesn't have to go in 
on each individual claim - it's an action against the holder in 
respect to all property that he should have reported and did not 
report or has reported and refuses to deliver. 


ASSEMBLYMAN BRADLEY: Has there ever been any procedure for 
encouraging a holder to come forward with these escheatable items 
on the basis of a bonus to the holder of 5 or 10% or something like 
that on all funds that are turned in which the state may realize a 
percentage amount on? For instance, if the state were to acquire 
under certain conditions so many shares of stock which they sell 
for $1,000, is there such a thing as a bonus provision to the holder 
if he turns that property in, of 5 or 10%? Has that ever been used? 


PROFESSOR PIERCE: I know of no state which has done this. When 
they turn the property over, there have been allowances of costs 
incurred by the holder in the reporting. When he turns the property 
over, that you allow him to pay over less on the basis of the extra 
cost that he is put to in order to report the property. But in no 
case has any state to my knowledge given a bonus. The typical thing 
here is legislation authorizing the Attorney General of the state to 
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contract with private attorneys or others on a 10% basis to recover 
the property. This is available in a number of states. In effect, 
the Attorney General is not.the public escheater. There is a contract 
for a private attorney to act for the Attorney General. 


ASSEMBLYMAN BRADLEY: Well, generally speaking, where an act 
has been adopted by the legislature similar to the Uniform Act, what 
has been the response voluntarily by these various organizations that 
have been escheatable property? Have they waited until court proceeding 
have been instituted or have they voluntarily come forward with 


reports? 


PROFESSOR PIERCE: As in many other incidents there is fairly 
good voluntary response. But it is the unusual where there is not 
a voluntary response. There are a number particularly when you 
get into the catch-all why there-a number of people that will hold 
back and wait for the state to take some type of affirmative action. 
This is demonstrated as I indicated to you that the insurance com- 
panies in respect to the Michigan statute the first one only has 
reported, and the rest obviously are waiting to see what action the 
state may take in respect to them, and I think though once that one 
has reported why the others probably will voluntarily appear. 


New York had wonderful success when they adopted their abandoned 
property law to begin with. Practically no litigation, and I think 
in the very first period they got around $21 million dollars, just by 
people bringing the property in and reporting it. There was very 
little litigation required. Although there are a number of things 


Obviously that have just been not brougnt to the attention of anybody 
in the state office and this requires, of course, eternal vigilance 
to find the holder that has not paid over according to law. 


ASSEMBLYMAN BRADLEY: I have one more question. You mentioned 
a ten year period. Is that just an arbitrary period of time that.... 
in which an account is dormant or inactive in order to give a pre- 
sumption of being escheatable property or is there a longer period 
of time or what isit? 


PROFESSOR PIERCE: The Uniform Act regarding how long the 
property must lie dormant before it is presumed abandoned is largely 
seven years, is the figure although in bank deposits the period is 
longer for obvious reasons. But the general figure that is used 
throughout the Act, the ten year figure that I referred to had to 
deal with how far you go back. Like your property let's say under 
the law if it had been in effect was presumed abandoned in 1920. 
Now the Uniform Act says that you would only take property that was 
presumed, if you adopted it this year, in 1958, property that would 
have been presumed abandoned under the statute in 1945 or thereafter. 
Ten years back, is all. 


ASSEMBLYMAN BRADLEY: Well, that even though the state may be 
able to show that a company is actually holding these funds in a 


trust category? 





PROFESSOR PIERCE: Yes. That is what the Uniform Act does. As 
I say, there's no magic in the ten year figure at all. This is a 
compromise because of the problem I mentioned about records....how far 
do you make the holder go back and examine records and the other proble 
of reliance by the holder after many years upon this property as being 
his own treated as his own. 


CHAIRMAN MILLER: Along that line, that is to follow through 
with the idea that has been developed here, would it be practical 
in your opinion in rather than in an arbitrary period of going back, 
based upon the availability of the records of the holder rather than 
on any arbitrary period. I can see the reason for the not wanting 
to compel a holder to go back and search his records where tney might 
be extremely voluminous but if he had them and they are available 
there and you also compensate him adequately for the administrative 
costs in going over them, and getting them, the limitation merely 
at an arbitrary ten years would appear to me to have no basis and 
foundation. If there were sizable amounts of assets there of which 
the records are available and of which for the administrating costs 
the holder would be compensated. Does that reason strike you or 
in what respects is it faulty? 


PROFESSOR PIERCE: Well it strikes me as being imminently 
reasonable. The only difficulty what I would nave, I think, was 
also extremely difficult to administer, with these holders. Because 
who will make the determination that the records were accessible? 
And this becomes a very difficult problem. The holder can conveni- 
ently lose his records and so the hard thing from the standpoint of 
your law enforcement officials is to ask him to use this type of 
standard. Now I admit that the ten years is faulty in that it is 
arbitrary and you may very well want to use different periods for 
different types of corporations. For example, for a life insurance 
company you may want to use even longer pericd because they have, 
under the regulatory authorities, they are required to maintain 
records. And also your utilities are required to maintain records. 
But the ordinary business may not be so regulated and so it may have 


destroyed records. 


CHAIRMAN MILLER: Has there been any attempt in any state to, 
in their discovery proceedings of the reporting phase of this thing, 
to make this as a condition to the continuing licensing and doing 
business of the holder. All of the holders that you have mentioned, 
all of them are subject to regulation and supervision by the state. 
And it appears to me on the surface that a sanction as a requirement 
of the continuation to do business might be an excellent sanction. 
Has it ever been used in any other state? 


PROFESSOR PIERCE: I know of no state which uses such a test 
in this field, although there are many other fields in which the 
certain requirements are there and not met, why they are no longer 
licensed to do business as you know, and these generally run into 
great deal of difficulty in the court because these corporations 
have in fact done so you get de facto operations of businesses even 
though you have this so-called statutory penalty that their license 
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to do buSiness has been withdrawn. It, I think, could be used as a 
possible additional enforcement provision other than the court pro- 
cedure which we authorized in the Uniform Act and the penalties 
clause, which is fine. It has some merit, I think, and should be 
investigated at least in respect to those corporations which are 


domicilary. 


ASSEMBLYMAN BRADLEY: For the record, Mr. Bradley. Professor 
Pierce, does AB 1381 pretty closely follow the Uniform Act? 


PROFESSOR PIERCE: Yes, as I remember it was the Uniform Act 
introduced by the commissioners in 1955. 


CHAIRMAN MILLER: Have you done a comparative study of the 
coverage of 1831 as against AB 3087 of the 1957 session proposed by 
the Attorney General's staff as to comparision of the coverages under 
it? Have you done any study of that? 


PROFESSOR PIERCE: I haven't compared them line by line because 
this is the problem of interpretation of words, but the bill that 
was introduced at this last session includes quite a bit of the 
language of the Uniform Act and in addition adds other things. So 
I would say that the coverage is probably about as broad as in the 
Uniform Act. Our catch-all, of course in tne Uniform Act is the one 
that covers the waterfront. And there are provisions in the bill 
that was introduced this last session that are fairly much copies 
so the first provisions of the Uniform Act, of course, deleting 
those where you already have coverage. For example, your dissolution 


coverage section is, well, there are several sections dealing with 
dissolved corporations. All types of dissolved corporations and 
you also have several sections dealing with property held by insti- 
tutions, state institutions, penal and mental. 


CHAIRMAN MILLER: And probably, you settled the compromises 
you worked out in the process of the Uniform Act..are not worked out 
in this Act. In other words, they approach it from not taking 
advantage of all of the compromises that you had made in the Uniform 


Act possibly? 


PROFESSOR PIERCE: Well, it could be. I wouldn't necessarily 
say that they are advantages. Like all compromises, you know, there 
were lines that were drawn, that would have to be drawn, when you 
deal with a large group of people that you have to get in the con- 
ference, you see, you have to have an affirmative vote...2/3rds of 
the states in order to have a bill approved, and the compromise 
reflects that, naturally. And also reflects a great deal of con- 
sideration of the pros and cons and what reasonable men concluded 
would be the best thing to do. Another group of equally reasonable 
persons may draw a different line. 


CHAIRMAN MILLER: Is the Uniform Act pending in any other states 
that have been introduced but not yet adopted...and the possibility 
of adoption in any other states of the four that you mentioned? 


mn 
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PROFESSOR PIERCE: Yes. The Uniform Act has been proposed for 
introduction in Illinois and Connecticut, I believe. It's one of the 
supposed duties of the Commissioners to see that the Uniform Acts 
are introduced in their own jurisdiction where it is ever possible to 
do so and the state could benefit from it and so we can expect that 
the commissioners in other states will attempt to have that Uniform 
Act introduced in these other states as the circumstances warrant. 

In some states we run into difficulty, naturally, like in Michigan, 

we already have an established procedure so the best that we could do 
was to take the complex section and see that it was in the Michigan 
statute and because it was a long established statute. The same 

thing is true in New York. New York has built up their abandoned 
property law for a number of years and it covers substantially the 
same thing that's covered under the Uniform Act but they still do not 
have the conflict section and their conflict's rules are somewhat 
different. But this becomes a difficult job to sell, as you realize, 
to the Legislature because it disrupts the body of law that is 
accumulated judicial gloss and so there is always sound reason for not 
disrupting the existing pattern of state legislation unless it's 
absolutely necessary. I would hope that sometime New York would adopt 
the same conflict's rules as those that are expressed in the Uniform 


Act. 


CHAIRMAN MILLER: Are you aware of any committee similar to 
this committee in any of the states in which the Uniform Law is 
pending that have done any body of investigation which we might 


benefit from? 


PROFESSOR PIERCE: No, sir. I know of no other state that has 
undertaken the same type of investigation My own state, for 
example, is entirely different from yours in this setting and its 
facilities from the standpoint of the legislature. Also the time 
element, it works under strict rules from date of introduction of 
bills to the time when committees have to report and when they have 
to be passed in that nouse, when they have to be passed by the other 
nouse, when the conference committee has to report. 


CHAIRMAN MILLER: You don't have a legislative council system 
operation in Michigan, do you? 


PROFESSOR PIERCE: No, and the result is that, well for example, 
the Judiciary Committee in Michigan generally limits hearings for 
such measures as this, five minutes. It is the typical time and other 
states work under even greater duress as you know. Many states have 
the 30-day constitutional provision on the length of the session. 
Others 60 days and others 90 days and so the result is that most 
committees have to operate very rapidly and they do not have the staff 
to engage in any broad investigation. That is one of the reasons 
for the commissioners on uniform state law, I should say, in the 
standpoint of private law to have some group look over worthy proposals 
as representatives of the state and try to get a better product. 


CHAIRMAN MILLER: Do any members of the committee have an 
additional question, or Mr. Cook? Mr. O'Connell? 





ASSEMBLYMAN O'CONNELL: I have one. I believe you were present 
this morning, Mr. Pierce, when I was questioning Mr. Hassler about the 
statute of limitations as it might apply in an escheat situation and - 
I was using aS an example the utility situation where a rate increase, 
let us say, had been allowed on an interim basis and then was found 
not to be wholly justified. And then the Public Utilities Commission 
allowed a lesser increase on the final determination of the matter 
and ordered the utility to refund the difference and obviously in 
most cases claimants would not present themselves for their nickels 
and dimes that they had been overcharged during this short period. 


Suppose that the State of California waited for, let's say 
five years, and then decided to come in and bring suit against. the 
utilities for this windfall that they had had, could the utilities 
raise the defense of the statute of limitations in that situation, 
in your opinion? I mean, of course, the statute of limitations is 
a statute and in each state I suppose it would be different, but as 
a general proposition, can one raise the statute of limitations 
against the state in an escheat proceeding? 


PROFESSOR PIERCE: The question here even though the state is 
a party to the escheat proceeding is the effect of the statute of 
limitations upon the claim itself. And the states have taken two 
different views as to the effect of the running of the period of thre 
statute of limitations. The majority of opinion - the majority of 
courts - filed the proposition that the running of the statutory 
period has no other effect other than a procedural one, meaning that 


stale claims are barred from determination before the judiciary. 


In other states the minority - they have taken the position 
that the running of the statute of limitations creates a right - a 
vested property right - in the person who has the advantage of the 
running of the statutory period. Take for example, the unclaimed 
funds in a debtor-creditor relationship. The minority of states say 
that the running of the statutory period creates a vested right in 
the creditor, or in the debtor, I should say, to that property. In 
other words, once the creditor has not sought recovery from the debtor 
within the statutory period, the debtor now has full rights to that 


property. 
ASSEMBLYMAN O'CONNELL: This is the minority people. 


PROFESSOR PIERCE: And in those states, why, of course, the state 
in these custody proceedings and under custodial type statute, or 
even under escheat statute,-what both types of statutes in effect 
mean - this is the state is stepping into the shoes of the true owner. 
Well, if there is a vested right that has been created in the holder 
as a result of the running of the statutory period, there are no 
shoes for the state to step into, because the owner has no rights 


whatsoever at that point. 


In the majority of states, however, following the more liberal 
view, I suppose, the statute does not affect the moral obligation. 
The running of the statutory period will have no affect upon the right 
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of the state to come in and the Uniform Act has this special provision 
in it saying that no period of limitations shall operate as a bar for 
the reporting of this property by the holder. 


ASSEMBLYMAN O'CONNELL: Under the Uniform Act, in the situation 
that I described as hypothetical, the state would not be barred by 
the statute of limitations? 


PROFESSOR PIERCE: That's correct. And as I suggested, maybe 
you were out at that time, this creates rather an unusual situation 
because the day before the court owner had no rights against the 
holder and the state steps in and now he does have a right against 
the state. So this condition does result but the statute in the 
Uniform Act says that there is no period of limitation, whether 
created by statute, or by court rule, laches will be a bar. 


ASSEMBLYMAN BRADLEY: That brings to mind one more thing, 
Professor. From the experience that Michigan has had in this 
approximate 10% of payments by the state ot claimants - are most of 
those claims based upon, let's say, the claims of distant relatives of 
the deceased who perhaps are found by professional or individuals 
anyway who go out to seek heirs, and if they are based upon distant 
relatives of the deceased on the basis of their right to claim is 
there any particular law in the State of Michigan relative to what 
that relationship must be or the length of time involved or is the 
state pretty generous in regard to the claims that are filed by, 
let's say, second and third cousins of the deceased or whatever 


their relationship may be? 


PROFESSOR PIERCE: Well, to answer the first part of your 
question, there are some, of course, that come about by this process 
of the heirs as a result of escheat after the administration of the 
deceased's estate, finally appearing. Although the large bulk of 
these do not come from that particular source but come as a result, of 
say after bank deposits have been escheated and then actually finding 
the owner. As I indicated to you, the banks in our state make a 
determined effort to find the owner of the property and they may 
not be successful if prior to the time when the property actually 
had to be turned over to the state in an escheat proceeding but they 
may have uncovered him. Most of the claims are uncovered or come 
about within the first two years after the state has taken the 


property. 


Now, in respect to the rights of the remote relative, we follow 
our ordinary intestacy law. If, as a result of this person's death 
he is the person entitled as the heir at law, then he has a right. 
Now on liberality of claims our policy is, of course, in the state 
strictly one of "you must prove that you are." 


ASSEMBLYMAN BRADLEY: In other words, the favor lies upon the 
court's determination in the administration proceedings if the heir 
is an established heir and if the court grant letters of administration 
and the heirs are presumed to be determined why the state goes by 


that? 
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PROFESSOR PIERCE: Yes, in these cases there has already been 
an administration of the estate where there is a decedent involved 
who left no will and no known heirs. You have already gone though 
that proceeding before there is the escheat. At the end of the road 
and the final accounting of the administrator, which may be the 
public administrator, why he turns the property over to the state 
because of no known heirs. Well, then let's say an heir does appear 
it is possible to open the administration and have a judicial deter- 
mination. Or if the heir does appear, it is possible for the state 
officer to turn the property over without having this determination 
if he is convinced that the person is the actual heir. 


We have a number of problems in Michigan, and I presume you have 
them here, where we have a large immigrant group with heirs who are 
in foreign countries and the result is that in some of these cases 
the heirs are not discovered for some time. Usually the council, 
local council of a foreign country will eventually appear with an 
heir and, of course, generally I think most every state court is 
somewhat strict about the proof of heirship by foreign council and 
we follow the same thing. I think this is just part of the procedure 
because the so-called heir is not before the court and we require 
fairly substantial proof of the relationship of the foreign heir 
to the decedent who died in our state. I think this is true every 
place that the foreign council quite often intervene in such cases. 


CHAIRMAN MILLER: Do you have any questions, Mr. Cook? 
MR. COOK: Mr. Chairman, I do have one question. 
CHAIRMAN MILLER: Yes, why don't you ask the witness? 


MR. COOK: Professor Pierce, under your custodial concept 
there is no legal determination in regard to the title to property. 
Is that correct - that the state claims? 


PROFESSOR PIERCE: That is correct. 
MR. COOK: However, under your escheat practice 
PROFESSOR PIERCE: I should say no judicial determination. 


MR. COOK: All right, no judicial determination - under your 
escheat practice there would be a judicial determination granting 
title to this property to the state - would there not? 


PROFESSOR PIERCE: Yes, under the typical escheat statute - 
there would be a full fledged judicial proceeding before the holder 


turns the money over. 


MR. COOK: Or analagous to a quiet title action, I suppose, 
on the part of the state? 


PROFESSOR PIERCE: That is correct. It is quasi in rem, quasi 
in personam. 


62 





MR. COOK: Yes, well then it would be true in the event that 
property was escheated to the state that the owner would be precluded 
from subsequently coming to the state and claiming this property. Is 
that correct? 


PROFESSOR PIERCE: This, theoretically, is true. But this is 
not what is actually authorized in Michigan and New Jersey that have 
escheat proceedings. They actually, even though the state is declared 
to be the owner in the judicial proceeding there is an allowance of 
claims against the state by the true owner thereafter. You really 
can't call them strictly escheat statutes. 


MR. COOK: I see. 


PROFESSOR PIERCE: They are more in the line of escheat because 
you have had a judicial determination. 


MR. COOK: Are there any states where your escheat practices 
are to preclude the true owner from coming in subsequently and claiming 
this property .. . to your knowledge? 


PROFESSOR PIERCE: This is typical in the real property field. 
This is usually the case. 


MR. COOK: Well, in your personal property field is there to 
' your knowledge? 


PROFESSOR PIERCE: Yes, there are pure escheat statutes in the 
personal property field - no right against the state after the escheat. 


MR. COOK: Would an owner of personal property which was placed 
in the custody of the state be allowed to claim at any time subsequent 
to the transfer of the property to the state this property? In other 
words, would there be any time limit that the owner of the property 
could come to the state and request that the property be transferred 
to him, under your custodial concept? 


PROFESSOR PIERCE: Under the Uniform Act there is none. There 
is no time limitation. It is possible to add one. Say, if he does 
not claim within ten years he is barred even from an administrative 
determination of his rights.’ It is possible to have this. We felt 
that if we get the proper proofs, why, again the statutory period 
should not be a bar as against the state. Naturally, as I say, if 
you don't discover the owner within a very brief time after you 
have given this notice he will never appear in all probability. It 
is most unusual that he appears several years after the holder has 


given up the property. 


May I say, Mr. Chairman, I have enjoyed being out here and I 
shall be happy to provide whatever other assistance I am able to 
to your committee as you proceed with your investigation. I know 
that as you proceed, particularly when you get into specific items 
that you will be encountering certain difficulties as you can foresee 
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on the basis of what I have presented, the problems involved, and 
I shall be happy to point out to you any information that I can on 
the basis of my work at Michigan. 


CHAIRMAN MILLER: I appreciate your offer of cooperation and 
be assured we will take advantage of it. I know you had prepared 
yourself to present your viewpoints on the federal aspects - federal 
legislation - and I'm sorry that limitations of time prevented us 
from hearing you on that subject. Jack Hassler, I think as you know, 
has concentrated on this field, he and Attorney General Brown, and has 
afforded us an analysis of the federal problem that I think is fairly 
well covered. I assume that you have seen that and I would solicit 
that if there is anything in addition to that that Jack Hassler has 
prepared and submitted to us, any observations that you have in 
respect to it, that you would feel free to give us your viewpoints 
in writing on it. 


PROFESSOR PIERCE: I may say that I worked with Mr. Hassler in 
drafting the proposed federal statute in Washington so we have had 
some meeting of the minds on this and my references to it were going 
to be rather brief merely to point out that if and when this statute 
is adopted that the State of California may find it expedient to 
change certain features of the local statutes in order to accomodate 
itself to whatever the Congress authorizes. 


CHAIRMAN MILLER: Yes, we are very much aware of the pressure 
of that and incidentally I can assure you that there will be intro- 
duced‘ at the next session of the legislature a joint resolution. I 


have already spoken to the committee about it - giving as much help 
as we can to the adoption of the federal proposal. 


So that being all, we will adjourn this meeting until another 
meeting will be called undoubtedly after the adjournment of the budget 
session of the Legislature on specific aspects as it affects specific 
industries on this problem. 


Thank you very much. 
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